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if you are concerned about your chances of 
success in introducing a new product in 1961, 
remember this: (a) practically every major 
marketer, at some time or other, has turned 
to SRI for test market store audit data; (b) 
today, in our 16th year, 85% of our work 
comes from clients we have served before. 


Plainly, in the crucial and complex area of new 
product introduction, the data SRI supplies— 
validated in the field—is increasingly vital. 
Fully half of our activity is in new product 
testing! If the first hundred new product 
tests are the hardest, oughtn’t the next hun- 
dred, and the hundreds after, be easier? 


Easier they may be, but we have not found 
them less demanding of skill, organization, or 
ingenuity. The more sizable your reputation, 
the more is expected of it. So “Who brings 
babies to the stork?” gives way to “What 
sort of care do these babies require?” 


Warehousing is not a customary function of 
your store audit agency. Neither is winning 
of store entree for your product. Nor check- 
ing of store training programs. Nor shelf 
stocking. Nor construction of displays. Nor 


Selling Research, Inc. 


YOUR FASTEST REPORTS ON MERCHANDISE MOVEMENT COME FROM SELLING RESEARCH: Appliance * Automotive 
Confectionery * Department * Drug * Grocery * Hardware * Jewelry * Liquor * Soft Goods * Stationery * Variety 


stock rotation. Yet these are services which 
marketers have obtained from SRI—not just 
in testing new products, but in testing new 
packages, advertising, deals, premiums, price 
promotions, the whole array of marketing’s 
mechanisms. 


That the marketer can well perform these serv- 
ices on his own is beside the point. What 
happens in test marketing, these days, 
happens fast. Your store audit agency must 
be able to pinch hit. To deliver. And that 
kind of ability prevails only when your store 
audit agency’s field staff is superbly trained. 


Marketers who have observed SRI’s field staff 
know the precision, the earnestness, the deep 
maturity our people bring to the job in hand. 
From that devotion, marketers have benefited, 
repeatedly. You have too much at stake, in 
your plans, to proceed without the helpful- 
ness of SRI tailor made store audits in mar- 
ket-by-market and area testing. Get the 
facts! Ask, also, about Sell-O-Rator® Na- 
tional Food and Drug Indexes. Selling Re- 
search, Inc., 92 Liberty Street, New York 6, 
N. Y. 
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Now .. . the first book on 
“I am equipping each 
of our executives who 


has anything to do 


acre Marketing in Latin America 
ness with a copy of 
MARKETING IN 


LATIN AMERICA.” 


George Van Gorder By FRANK M. DUNBAUGH, University of Miami 

Chai of the Boerd 

McKesson & Robbins, Whether 72 are a marketing executive, faculty member or a 
Inc. student of international trade you will benefit from the experi- 


ence of today’s top marketing experts .. . 


16 case histories revealing Latin American marketing techniques of I1.B.M., 
Colgate, Revion, P.A.A., Caterpillar, Westinghouse and others. 

PLUS specific fresh data on Latin American: 

@ market research @ advertising e licensing 
e distribution and pricing e@ business practices e future trends 
e legal and governmental! problems @ present market characteristics 


Latest market data by countries . . . comparative statistics on 25 basic economic and 
market indicators . . . comprehensive reference sources. 


Printers’ Ink Books, 100 Garfield Ave., New London, Connecticut | 
Please send me without charge “Marketing in Latin America.” If I am 
entirely satisfied I shall ou a check for $5.75 (or adopt if 

university course). If not, I return it with any obligati 
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MEANINGFUL AND 
PRACTICAL INFORMATION 
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For further information and brochure write: 
FORBES MARKETING RESEARCH INC. 
A subsidiary of Forbes Inc. 
70 Fifth Avenue ¢ New York 11, N.Y. « ORegon 5-7500 


| 
y 


‘ARE THESE MARKETING 
DECISIONS. 


If you sell to the new construction market, r 
DODGE CONSTRUCTION STATISTICS 
can help you 


ein determining whether you're losing or 


gaining ground in your market; this free 
¢ in making valid short-term predictions—to booklet 
control inventory, production and promotion; | F. W. Dodge Corporation, Dept. JM40 


Please send me your booklet: “Dodge Con- 
@ in evaluating performance vs. potential for struction Statistics . . . for Better, Safer, 
Business Decisions.” 


individual salesmen and distribution outlets. | MT Profitable 


DODGE CONSTRUCTION STATISTICS 


WHAT’S YOUR PROBLEM? 


Short- and long-range forecasts? Sales territories? 

New product introduction? Sales quotas? 

Foreign markets? Merge or acquire? 
Segmented markets? Organizational structure? 
Advertising media? Competition? 


If you’ve tossed on an uneasy pillow with these marketing problems, you have com- 
pany—good company, fortunately. The American Marketing Association brings 
together at each of its semi-annual conferences, experts who have solved these prob- 
lems. Their methods are all contained in published proceedings—yours for the 
asking. No other source of NEW IDEAS is as available. 


SEND FOR YOUR LIST OF PROCEEDINGS NOW 


AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street f Chicago 3, Illinois 
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Marketing 


A New Profession 
to Aid Management 


ESEARCH has progressed from a sec- 
ondary level of fact-finding activity to 
participation in the development of policy. 
However, we are confronted today with a 
glaring shortage of research profess:onals. 
This rise in the importance of research 
has not been equaled by an increase in the 
number of research people who are quali- 
fied for policy participation. Research here 
does not refer to a narrow sub-species, such 
as advertising research or even marketing 


* ABOUT THE AUTHOR. Marion Harper, Jr., is 
Board Chairman and President of McCann-Erickson, 
Inc., the world's second largest advertising agency. 

Mr. Harper graduated from Yale University in 1938. 
A year later he joined the research department of 
McCann-Erickson, and in 1948 (at age 32) was named 
President of the company. He became Chairman in 
1958. 

A frequent contributor to marketing and manage- 
ment publications, Mr. Harper is also a leading spokes- 
man on advertising and marketing subjects at business 
and university forums. He has effectively advocated a 
close relationship between creative advertising and 
marketing research as a key to successful communica- 
tion with the consumer. 

Mr. Harper was the winner of the 1960 Charles 
Coolidge Parlin Award—the first advertising agency 
executive to receive this honor. The present article is 
based on Mr. Harper's lecture on that occasion. 


MARION HARPER, JR. 


How are decisions made? Why are many executives paralyzed by 
indecision? Where are today's research generalists? 

The following article describes an ambitious undertaking that might 
contribute greatly to the training of people who can identity 
the building blocks of major decisions. 


and shape 


research. Rather, it is social science re- 
search in general. 

One means to alleviate this shortage 
would be through the development of a new 
profession, with qualified professionals 
being designated as “Director of Intelli- 
gence Services.” To understand how re- 
search can make a greater contribution in 
the future, it is worthwhile to consider 
several premises. 


The first is: To manage a business well 
is to manage its future; and to manage the 
future is to manage information. 

A good manager today can afford little 
time with the present and still less with 
the past. His concern must be for the fu- 
ture growth and success of the business or 
institution in his charge. He must make 
decisions every day, every hour, every 
minute—decisions affecting the future, and 
to some degree involving forecasts. Persons 
having responsibility for decision—whether 
in business, government, or wherever—hope 
that they are right decisions. But they sel- 
dom know. One trouble, or maybe it is a 
blessing, is that the consequences of most 
decisions remain obscure—and, short of 
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going into bankruptcy, executives hardly 
ever find out how bad their decisions some- 
times are. 

Management can never have all the facts 
to cover all contingencies in a forecast. A 
decision to act or not to act must always 
be partly rational and partly visceral. There 
will always be a last step involving personal 
courage, personal commitment, and personal 
responsibility. 

Sometimes business leaders attempt to 
buttress this last step by consulting a com- 
mittee. It is sometimes thought that, if 
enough facts are assembled and varied con- 
sideration given, a conclusion will evolve 
almost by itself. But a decision is more 
than a procedure or a set of facts or a 
certain amount of consideration. It is an 
election requiring individual will. 

Over the years kings, generals, officials, 
and managers have not been wanting in 
courage, but nevertheless they have always 
felt the need to fortify themselves with as 
much certainty about the future as possible. 
Ancient chiefs had medicine men whose sur- 
vival, like many since, depended more on 
their ability to sense the chief’s wishes than 
on their vision of things to come. 

With the Age of Reason and the rise of 
rational philosophy, institutions such as 
Royal Commissions in England developed; 
they supplied facts for the deliberations of 
Parliament. Current counterparts are gov- 
ernment commissions and committees of 
investigation. 

In modern business, reliance on facts has 
reached proportions of a virtual explosion 
of research—in technology, operations, and 
marketing. Research-and-development in- 
vestment is now at the level of $9 billion 
and may rise to $18 billion over the next 
ten years. This expenditure can be con- 
sidered as investment in management deci- 
sion-making—to help determine the future 
environment for a particular course of 
action, or to indicate the superiority of one 
course of action over another. 


TYPES OF DECISIONS 
A related premise is this: The term “in- 
formed decision” is a relative one. 
The expression is used almost as if there 
were two kinds of decisions—informed and 
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uninformed—but obviously there are many 
different kinds of decisions, involving dif- 
ferent proportions of information. 

No decision is wholly informed or wholly 
intuitive. By definition, any decision that 
involves unknowns is a speculation. Man- 
agement earns its authority as it takes steps 
to reduce speculation and deals with un- 
knowns decisively and in good time. Busi- 
ness competition will always involve some 
of the strategy of poker. However, thanks 
to research, a manager can sometimes assess 
other hands at the table and predict the next 
play. 


COMPLEXITIES OF DECISION-MAKING 


Another premise: Management decision- 
making is becoming an increasingly complex 
process, with a multiplication of both 
knowns and unknowns. 

The point of greater complexity need not 
be belabored. But to take one example: Not 
many years ago, the problem of locating 
a plant was a matter of checking on ship- 
ping facilities, raw materials, and available 
labor supply. Now it is the subject of a 
whole catalog of factors and special studies. 
You can follow a set procedure to arrive at 
a solution. 

On the other hand, there are many prob- 
lems for which procedures or research data 
are not available. For these, management 
makes—or fails to make—judgments in vir- 
gin territory. 

To mention a recent example: A congres- 
sional committee was asked to appropriate 
funds for an atomic accelerator. The deci- 
sion turned on whether to build a proton 
or an electron accelerator. It was said that, 
if you had asked ten atomic scientists, five 
would have favored one kind and five an- 
other. In this instance, the Democratic 
committee members favored the electron, 
and the Republicans the proton. The issue 
was resolved—as issues sometimes are—by 
postponement. Neither electron nor proton 
could muster enough political strength to 
win the day. 

The problems of management are less 
esoteric and usually can be illuminated with 
some help from research. But, in general, 
it is true that good solutions depend on a 
large number of factors and on informa- 
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tion-gathering from many different fields. 
They are, of course, complicated by new 
patterns of national and international com- 
petition, new forms of communications, the 
proliferation of new products, and by the 
emergence of new market segments involv- 
ing not only age, sex, national background, 
and geography, but taste and individual 
psychology. 

All these factors strain our present re- 
sources for research. They also point to 
some inherent limitations in our informa- 
tion sources. 

Sometimes managers try to apply re- 
searching areas where it cannot help or can 
help only very little. There is an illusion 
abroad that almost any social or organiza- 
tional problem can be solved if it is only 
“researched” and investigated. Unfortu- 
nately, this is not so. On the contrary, the 
bigger the problem, the less useful is the 
social science research employed to solve 
it. For instance, the social sciences can 
probably contribute very little toward the 
lessening of world tensions or juvenile de- 
linquency—although immense sums are now 
spent on their study. The social sciences 
throw light on such problems only through 
small insights here and there, with ultimate 
solutions still remote. But, if our ambitions 
are kept within realistic limits and magic 
answers are not expected, research can 
serve as a most effective tool. 


GROWING INFORMATION REVOLUTION 


The next premise is this: We are entering 
upon an Information Revolution in which 
the supply of data increases by geometric 
progression. 

In this era, the most successful decision- 
makers will be those who can best process, 
interpret, and put facts to use. One of to- 
day’s data-processing machines can read or 
write at the rate of four full-length novels 
a second; its 640 cartridges hold 220 miles 
of magnetic tape. Machines such as this 
will be fed by a growing corps of govern- 
ment, business, and scientific researchers, 
stimulated by today’s greater appetite for 
knowledge. 

Production of the sheer mass of informa- 
tion will increase at a far higher rate than 
our Gross National Product or any other 


production growth. It is not unthinkable 
that some day the storage bins of the farm 
surplus program may be needed to accom- 
modate the outpouring of data we will have 
at hand. 

The key question, then, is—how well will 
we use this mass of raw information? 

If a little learning is a dangerous thing, 
then too much—that is, knowledge not put 
to good use—can be a costly waste. Too 
many undigested facts can turn a man of 
action into a Hamlet, paralyzed by indeci- 
sion. Like the raw materials of industry, 
information must be converted into some- 
thing. What is required is a discriminating 
selection which can deliver relevant data in 
a form usable at the echelon of decision. 
The research study that collects dust on 
shelves may very well have merit; the fault 
is a failure to relate its data to the problem 
it was designed to help solve. 

Information may involve anything from 
the most minute and finite to the universal. 
Processing information today calls not only 
for distinguishing the forest from the trees, 
but distinguishing between leaves and 
chlorophyll—while still not losing sight of 
the forest. 


SPECIALIST VERSUS GENERALIST 


Another premise: As information multi- 
plies, management needs “protection” from 
the specialist. 

By the nature of his work, a manager is 
a generalist. He must, of course, have 
access to the knowledge and ideas of special- 
ists to arrive at solutions that best serve 
his company’s goals. 

Specialists are necessary, even indispen- 
sable, but they have their shortcomings. 
Their view is often limited and their in- 
clinations one-sided. Sometimes a special- 
ist in a given field, through his traditional 
status, or the glamor of a new body of 
knowledge, or through personal influence, 
can exert undue influence on a company’s 
destiny. Just as a surgeon is not always the 
best judge as to whether or not to operate, 
so the research specialist can be trusted 
in his judgment only part of the way. 

One answer would be that the specialist 
in the social sciences contributes best when 
his proposals are reviewed by a generalist. 
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In the social sciences, hardly anything is 
absolutely certain except the things we 
know anyway without the benefit of re- 
search. 

It is in this valuable buffer role that a 
Dr. James R. Killian, Jr., or a Dr. George 
B. Kistiakowsky served as scientific adviser 
to President Eisenhower, reviewing the pro- 
posals of different specialists. 

In the marketing field, too, it is essential 
for specialists to report to a senior arbiter 
or interpreter. In the past, management has 
usually assumed this task and will always 
hold final responsibility; but it woulc be 
more appropriate for this function to be 
assigned to a research generalist who would 
be an adviser to management. 

To fulfill such a co-ordinating role, a man 
must know what the various specialties are 
about. It is not necessary that he achieve 
the same competence as the specialist, but 
he should have a thorough understanding of 
each field. An analogy is the function of a 
good orchestra leader. The best conductors 
play a number of instruments very well and 
must have familiarity with all of them. 


MEN AND METHODS 


Another premise is: Too many people take 
part in decisions—and too many decision- 
makers use the wrong tools. 

One reason for calling meetings is prob- 
ably an impulse to assemble anyone who 
knows anything about the problem—so that 
people are brought in for their basic in- 
formation, not necessarily for their abilities 
to deliberate. 

Very often their information might be 
quite as well gathered and summarized by 
an able reporter, and in this way fewer 
people would be required to pass upon the 
problem. Thus, everyday reporting, in some 
instances, is a better research tool than 
holding a meeting. 

Another poor. device for decisjon-making 
is the office-routing system. Too many prob- 
lems are forced upward through an organi- 
zation—with the result that there is a 
misplacement of decision-making. Common 
examples are the evaluation of personnel, 
the selection of equipment, or the purchase 
of technical services. In such cases, perti- 
nent information may fail to rise to the 


MARKETING January, 1961 
level where the question is to be decided. 
Data may be too voluminous, or too techni- 
cal, or too time-consuming for management 
to consider. A certain “packaging” of in- 
formation is appropriate to a given level. 
When confronted with too much detail, man- 
agement may react like the boy who was 
asked to review a book on penguins. He 
wrote simply, “This book tells more about 
penguins than I want to know.” 

The failure to direct usable data where 
the decision should be made also aggravates 
a fault of all levels of management—a reluc- 
tance to make decisions. It is unlikely that 
we can change human nature overnight to 
develop a more courageous breed of execu- 
tive; but we can support whatever courage 
there is with risk-reducing facts. 

There is also too great a reliance on 
obsolete information that often goes under 
the venerable name of Experience. The 
world today changes at such an accelerated 
speed that, if you make a decision for 1963 
or 1967 on the basis of your experience in 
1953 or 1957, or even 1961, it may prove 
embarrassing and costly. 

Today’s research must not only be up-to- 
date, but must develop techniques for fore- 
casting facts for the future. In the field of 
marketing, this means the forecasting of 
consumer tastes and preferences—as formi- 
dable a task as that may be. 

Still another fault is that too much de- 
cision-making is on an instant or ad hoc 
basis. This is sometimes unavoidable, but 
the result is decision-making that seldom 
has the benefit of current information. 
Nevertheless, even a trainee knows that if 
we have some foreknowledge of the kinds 
of decisions we will have to make—if we 
have time to think about them and to docu- 
ment alternative solutions, if we have time 
to discuss them with people who have some 
tools and some perception of the problems— 
then we gain a clearer perspective of the 
consequences. And so better results can be 
obtained. 

Management decision-making is a con- 
tinuous process. It is desirable that it be 
supported by a continuous program of re- 
search. Such a program will particularly 
benefit key decisions. 

If you ask a manager how many of the 
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decisions he made in the last year affected 
the development of his company, he may say 
not more than five, or at the most, ten. If 
the manager tries to anticipate the five or 
ten really critical decisions which he will be 
called upon to make during any succeeding 
year, he can then initiate a series of re- 
search projects which will facilitate and 
improve these decisions. 

Today much research is conducted on a 
“crisis” basis, usually to reverse a declin- 
ing curve or to correct a negative develop- 
ment. It is feasible, however, to conduct 
studies, especially in marketing, on much 
the same basis as research in a laboratory 
or development center. Such programs of 
research yield information to help solve 
problems that can be foreseen, and also 
those that arise unexpectedly. 

In marketing research today, managed 
programs may include studies of retail out- 
lets, pricing, product features, media, and 
copy effectiveness—among other subjects. 


Therefore, we should encourage the de- 
velopment of a new profession to provide an 
intelligence service for the shaping of strat- 
egy and policy. Such a profession would 
rise out of the fine record of all the technical 
achievements of research up to the present, 
and it would strive for a still higher stature. 
A member, through special training com- 
parable with that of other professions and 
through proved capability, would occupy a 
post of “Director of Intelligence Services.” 
Reporting to him would be such specialists 
as the director of marketing research, or 
economic research, er product research. 

Management would look to the Director 
of Intelligence Sevices as someone who 
would develop information for different 
possible recommendations and who would 
outline the probable consequences of moving 
in any direction. His contribution would be 
measured by his ability to relate technical 
specifics to broad courses of action. With 
this ability he would commit himself to a 
scale of probabilities. He would not invent 
policy—although he might—but he would 
measure and help to shape it. His chief 
executive officer would still be charged with 
final formulation of policy. 


The function suggested is sometimes 
carried on by forward planning depart- 
ments; but usually their executives do not 
have the broad technical background which 
can link the all-important fact to the all- 
important policy. It is also, of course, a 
function of government intelligence serv- 
ices. 

Thus, a Director of Intelligence Services 
in business might analyze and present 
a problem in much the same way as an in- 
telligence adviser to the government. As- 
sume, for example, the cloak-and-dagger 
hypothesis that an intelligence officer would 
have appraised the consequences of drop- 
ping an agent down near Sverdlovsk, Rus- 
sia. The officer might have outlined the 
assets and liabilities of such a venture in 
relation to a Summit Conference. He might 
have argued, conceivably, that to dramatize 
Russia’s vulnerability would exert pressure 
to win acceptance for the “open-skies” pro- 
posal. And he might have weighed this 
possible advantage against the propaganda 
potential of the incident and the exposure 
of our intelligence methods. He would, of 
course, have marshaled all available infor- 
mation on the weather, the feasibility of 
the flight, the likely alertness and location 
of Russian ground forces, and many other 
details. He might also have committed him- 
self to the probabilities involved in different 
alternatives—with his c  iviction flowing 
plausibly out of his documentation. 

Many problems in business are not quite 
so spectacular, but the consideration of 
them could benefit from the same kind of 
informed balancing of possibilities. 

Against the desirability of having such 
a Director of Intelligence Services, we are 
confronted today with a shortage of re- 
search professionals—at least, of well- 
rounded professionals trained to relate the 
various social sciences to the problems of 
business; men who know the relevance of 
research, who know its function in the deci- 
sion-making process, who have a working 
knowledge of the many new intricate tech- 
niques at our disposal. 

Here we have arrived at the crux of our 
difficulties: How many research people are 
there who measure up to this standard? 
Relatively few. But demand for trained 
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men and women who can help to improve 
our decisions is increasing by the day; and, 
despite the attraction of salaries raised by 
competitive bidding, the supply is far below 
the demand. 


One reason is that there is no aca- 
demic center for the training and develop- 
ment of such people. There is no advanced 
school today which offers a specific curric- 
ulum for the development of an intelligence 
executive. 

What is needed is a professional school— 
very much like a law school, medical school, 
or engineering school. It could launch young 
men and women on a highly rewarding 
career which could place them at the excit- 
ing nerve centers of business and bring 
them into the highest counsels of manage- 
ment. 

The object of such schooling would be to 
give students at least a working familiarity 
with business operations, and the basic 
knowledge required for planning and exe- 
cuting a broad-gauge research program. It 
would indoctrinate young men and women 
in the business of problem solving through 
the management of information. The chief 
executive would still practice the art of 
problem solving; but the intelligence direc- 
tor would learn what can be learned about 
the science of problem-solving. 

The need for a professional intelligence 
school can be understood by looking into 
the diverse background of today’s best re- 
search directors. 

We find academic degrees in mathematics, 
sociology, law, anthropology, psychology, 
and the humanities. The majority have a 
background in one of the social sciences. 

One must recall that the research carried 
on today by business, government, and in- 
stitutions may involve definitions of mar- 
kets; analysis of community, trade, and 
labor relations; auditing of promotion; ap- 
praisal of opportunities for expansion. Most 
of these problems cut across more than one 
social sciences—economics, sociology, busi- 
ness administration, and so on—and can be 
solved more perceptively under direction of 
the research generalist. 

The fact is that progress in the social 
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sciences that are involved in broad decision- 
making has outstripped not only the techni- 
cal competence of the administrator, but the 
general technical background of the special- 
ist. 


Proposed Curriculum 

Today we know fairly well the technical 
skills required for a good intelligence direc- 
tor. Actually they are already being taught 
in a number of universities, and some are 
taught very well. But usually you find them 
not only in different departments but in 
different schools. Even if they are all avail- 
able under the roof of one university, there 
is no provision for a student to train in a 
single curriculum. 

What might such a curriculum include? 
It would offer: Survey Techniques, cur- 
rently taught well in only a few places; 
Statistics, indispensable to the modern re- 
searcher, and given usually in a statistics, 
mathematics, or psychology department; 
Econometrics, in economics departments; 
Projective Psychological Research, which 
goes under the name of motivational re- 
search, taught in psychology departments; 
The Theory and Practice of Experimenta- 
tion, found in the department of industrial 
engineering or, sometimes, in the statistics 
department; and Operations Research, also 
in the department of industrial engineering. 

Other courses for a research generalist 
might include Computing-Machine Techni- 
ques; Analysis of Administrative Data, 
such as information compiled by the Census 
or by industrial trade association; and re- 
lated study in Library Technique. And 
finally, to complete such an intelligence cur- 
riculum, there would be training in The 
Design and Management of Research, that 
is, the managerial supervision of research. 

Such a curriculum can be projected from 
everyday observation; but its formulation 
into a program leading to an academic de- 
gree is obviously the prerogative of a uni- 
versity. It is hoped that a university fac- 
ulty will design such a curriculum, to be 
offered in the earliest possible academic 
year, so that the needs of government and 
business for research generalists will be 


at least partly satisfied over the coming 


years, 
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How to Design Sales Territories 


signing sales territories? 


Auzrr SALES managers often ask: 

e How many salesmen do we need? 

e How can we balance differences in 
work load between territories? 

e If new products are taken on, how 
many salesmen should we add? 

e Where should the new salesmen be 
located? 

Here is a case history where the Vice 
President of Marketing for a major com- 
pany was concerned with the answers to 
these questions. The company is hereafter 
referred to under the pseudonym, Consoli- 
dated Chemical Company. 

Recognizing that the territory of a sales- 
man is as critical to his success as the loca- 
tion of a service station or restaurant is 
critical to its progress, Consolidated over a 
10-year period experimented with assigning 
salesmen’s territories in three ways. It 
tried assignment of salesmen, first, by geo- 
graphical layout; then, by dollar sales vol- 
ume of accounts; and finally, by district 
sales manager’s task assignment. However, 
as the company grew, each method devel- 
oped serious flaws. ; 

Goaded by their own needs and by com- 
petitive pressures from other chemical pro- 
ducers, the Vice President of Marketing and 
the General Sales Manager sought a more 
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What are the kinds of evils that are generated from poorly designed 
sales territories? What are the goals of a "perfect" system for de- 


The author uses an actual case history to point out how the develop- 
ment of improved techniques of territorial design allowed one national 
company to reap the harvest of having the right number of salesmen 
at the right place at the right time. 


effective system. They set up a list of cri- 
teria describing an ideal design for sales 
territories. Such a “perfect” system, they 
felt, would provide: 

e Regular and efficient field sales serv- 
ice within any area predefined for 
coverage. 

e Clear definition of customer assign- 
ment and territorial lines. 

e A balance within and hetween terri- 
tories of travel, active sccount, and 
potential account service. 

e A method for determining the num- 
ber of salesmen, that would maxi- 
mize the Sales Department’s profit 
contribution. 

e A basis for evaluation of the sales- 
men, which could become the founda- 
tion for a sound salesmen’s-compen- 
sation program. 

Recognizing the importance of achieving 
these objectives, the Vice President of Mar- 
keting authorized a full-time task force to 
develop improved methods of territorial 
design. 


IMPROVED METHODS OF TERRITORIAL DESIGN 


The problem boiled down to the fact that 
each of the previous methods was ineffec- 
tive because, taken individually, they could 
not encompass the three major forces at 
work on efficient sales territory layout, that 
is, customer size, potential, and travel load. 

During a series of meetings with the Vice 
President of Marketing and the General 
Sales Manager and visits to districts to 
talk over problems with the District Mana- 
ger and salesmen, the special task force 
settled on: 
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e The assignment of salesmen based 
on present call load. 

e The assignment of salesmen based 
on present and potential call load. 

e The assignment of salesmen on an 
incremental cost versus profit basis. 


Present Call Load 


The General Sales Manager set the equal- 
ization of work load between salesmen as 
a primary objective of territorial design. 
The work load of a salesman was defined 
by Consolidated as the amount of time re- 
quired by the salesman to service adequately 
his customer needs. Work load could be 
measured in terms of call hours. However, 
number of calls was used by Consolidated 
as the basic statistic for determining work 
load. It was realized that some accounts 
require longer calls than others, but that 
in Consolidated’s case the length of calls 
would average out over a period of time 
if number of calls were used as the basis. 

The underlying philosophy in Consoli- 
dated’s call-load approach was that large 
customers should be serviced differently 
from medium-size customers, and medium- 
size customers differently from small cus- 
tomers. A customer breakdown by class be- 
came necessary. The Vice President of Mar- 
keting wanted seven classifications, and the 
General Sales Manager three. In deteirmin- 
ing the number of classes, Consolidated’s 
study group tried to make each class rep- 
resent customers that were significantly dif- 
ferent from those of an adjoining class. 
After some study, Consolidated agreed to 
a five-class breakdown. 

Consolidated Chemical Company had sales 
of $10 million per year through 1,000 cus- 
tomers. The breakdown given in Table 1 
represents the dollar range of the five cus- 
tomer classes decided upon by Consolidated. 

With five classes determined, the next 


TABLE 1 
DOLLAR RANGE OF CLASSES 
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TABLE 2 
YEARLY CALL FREQUENCY BY CLASS 


Yearly Average Calls 
Class Dollar Sales Per Year 

1 Over $100,000 20 
2 25 to 100,000 14 
3 5to 25,000 9 
4 lto 65,000 3 
65 Greater 

than 0 to 1,000 1 


step was to develop a theoretical call fre- 
quency for each class. This the company did 
at a special session of a national sales meet- 
ing which included the study group, the 
Vice President of Marketing, the General 
Sales Manager, district sales managers, and 
salesmen. Theoreticai cail frequencies ar- 
rived at were considered as average require- 
ments. Table 2 gives the average call fre- 
quencies by class. 

Experience had shown Consolidated that, 
as a customer grows larger, the number of 
sales calls does not grow in direct propor- 
tion to the increase in dollar sales. Further 
study of the relationship between sales calls 
and dollar size of accounts resulted in a 
refinement to the class-by-class determina- 
tion of call frequency (see Table 2). 

Consolidated found that the relationship 
between customer size and sales calls could 
be clearly seen when these two factors were 
plotted on semi-log paper. Figure 1 illus- 
trates Consolidated’s relationship between 
customer size and sales calls. It provided 
Consolidated with specific call frequencies 
for every customer from $1,000 to $500,000. 

Total work load for Consolidated was then 
developed by multiplying the call frequen- 
cies times the number of accounts in any 
class. See Table 3. 


TABLE 3 
CALL FREQUENCY BY PRESENT CLASS 


Class Yearly Gross Dollar Sales 


Over $100,000 

25 to 100,000 

5 to 25,000 

1 to 5,000 

Greater than 0 to 1,000 


ar 


Calls/ No. of Total Calls/ 
Class Year Accounts Year by Class 
1 20 18 360 
2 14 70 980 
3 9 120 1,080 
4 3 180 540 
5 1 612 612 
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The Consolidated Chemical Company re- 
quired an average of 3,572 calls per year 
to service the 1,000 present customers that 
made up the $10 million of sales. It became 
necessary, therefore, to determine how 
many salesmen were needed to make these 
calls. Statistics had to be developed on the 
experience of the sales force in terms of: 

e Working days after deducting holi- 
days, weekends, vacations, and mili- 
tary leaves. 

e Percentage of nonselling time de- 
voted to sales meetings, sick leave, 
laboratory training, and the like. 

e Number of calls made per day by 
salesman and by territory. 

e Variation in call capacity between 
urban and rural territories. 

After considering the above factors, Con- 
solidated Chemical determined that an aver- 
age salesman could make 750 calls per year. 
Consolidated then needed 3,572 calls divided 
by 750, or at least 5 salesmen, to make the 
3,572 calls with the 1,000 present customers. 

Once Consolidated had determined the 
number of salesmen required, the company 


had to develop the layout of the territories. 
Each of the 1,000 customers was assigned 
a yearly call frequency consistent with his 
dollar volume. Consolidated’s resulting call 
frequency was then summarized by city, 
county, and state. Summaries by county 
were found to be the most convenient bases 
for designing sales territories. Counties 
were accumulated until the total call fre- 
quencies approximated 750 calls per year. 

A study of Consolidated’s call frequencies 
by county for the United States indicated 
call concentration in metropolitan or indus- 
trial areas. These were often convenient 
centers to use for developing the order and 
design of territories. 

Large metropolitan areas generally had 
more calls than any one man could serve. 
After some experimentation, Consolidated 
found it most efficient to split the metro- 
politan areas into pie-shaped sections. Using 
Chicago as an example, Consolidated Chemi- 
cal designed Territory A, on Figure 2, as 
consisting of Wisconsin, Minnesota, Lake 
County, Illinois, and all of Cook County, 
Illinois north of 35th Street south. The 
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Figure 2. Territories A and b, 


second territory, Territory B, on Figure 2, 
was designed as consisting of all of Cook 
County south of 35th Street, northern IIli- 
nois, northern Indiana, southwest Michigan, 
Iowa, and Nebraska. Once data were accu- 
mulated on a county basis, counties became 
the best lines of demarcation and had an 
added advantage of being easily identified 
by the salesman in his traveling. 

This approach gave complete and regular 
servicing of an area. Salesmen’s territories 
were not ambiguously defined. The construc- 
tion of the territories on a call frequency 
basis tended to equalize work load. The 
pie-shaped or radial design of the territories 
tended to equalize travel time. The pie- 
shaped territory radiating out of a metro- 
politan area maximized communication with 
district offices set up at these metropolitan 
locations. 

However, this approach had neither 
weighed future growth in its distribution 
of work load nor had given a complete basis 
for evaluating the profitability of the sales- 
men’s performances. 


Consolidated Chemical Company. 


Present and Potential Call Approach 


When the term “potential” was brought 
up in discussions at Consolidated, it was 
found to be interpreted by different people 
to mean anywhere from next year to ten 
to twenty years in the future. For example, 
one salesman’s potential figures seemed out 
of line until it was found that he was con- 
sidering sales ten years in the future. “Po- 
tential” had to be given a time reference 
in order to be considered as a factor in 
designing territories. The sales manage- 
ment of Consolidated defined the potential 
of an account as the yearly volume which 
sales might attain at the end of three years. 

The General Sales Manager asked the 
sales force to indicate the present and po- 
tential class of each current account and 
each prospective account. To take notice of 
accounts that, for one reason or another, 
Consolidated expected eventually to lose, 
Consolidated added one more customer class 
to the five previously developed. This was 
called Class 6—equal to $0 sales/year. (By 
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defining Class 6 as $0 sales/year, it follows 
that a “potential” Class 6 would be an 
account that has no future. A “potential” 
Class 6 category would apply to purchasing 
customers who would not be buying three 
years from now.) 

Once the potential class of all accounts 
had been determined, how should it be com- 
bined with the present classes to determine 
call frequency? In deciding on the weight- 
ing factors, the Vice President of Market- 
ing and the General Sales Manager had to 
consider whether the potential volume was 
of equal, double, half, or X times the impor- 
tance of present volume. The experience of 
Consolidated’s sales management indicated 
that an equal weighting was appropriate. 

Consolidated’s customers then could have 
any of six potential and six present classes. 
Since Consolidated had settled on 20 calls 
per year as sufficient for its largest account, 
the Present Class 1-Potential Class 1 was 
given a theoretical call frequency of 20 calls 
per year. Likewise, the combination of 
Present Class 2-Potential Class 2, Present 
Class 3-Potential Class 3, and the like had 
the call frequencies derived in Table 2 for 
the respective present classes. Since present 
and potential have equal weights, a Present 
2-Potential 1 class had a call frequency mid- 
way between the Present 1-Potential 1 and 
Present 2-Potential 2, or 20 + 14 equals 17 


2 
calls per year. 


Table 4 shows call frequency as a func- 
tion of present and potential class for Con- 
solidated Chemical Company. 

The call frequencies forming a diagonal 
from the top left to the lower right of Table 
4 are the same as derived in Table 3 for 
the present call-load approach. Table 4 has 


TABLE 4 


CALL FREQUENCY AS A FUNCTION OF 
PRESENT AND POTENTIAL CLASS 


Number of Sales Calls Per Year 


Present Potential Class 
Class #1 #2 #3 #4 #6 
1 20 14 10 
3 14 9 — 
4 12 3 — 
5 11 — 1 
6 10 4 0 


been only partially completed in order that 
the progression will be more evident. 

Consolidated, with $10 million sales 
through 1,000 customers, had 1,230 poten- 
tial customers, distributed by class as shown 
in Table 5. 

Call frequency for any Consolidated ac- 
count then was determined by its present 
and potential class. The calculations neces- 
sary to determine the call frequency for all 
accounts are illustrated in Table 6 of Con- 
solidated’s 80 potential Class 1 customers. 
Calculations similar to those of Table 6 
for each class developed a call load of 6,000 
calls per year for Consolidated. At 750 calls 
per salesman, eight salesmen were required 
to service Consolidated’s present and poten- 
tial accounts. 

Call frequencies were accumulated by 
county, and territories were designed as 
described in the present call-load approach. 
The present and potential approach im- 
proved the results of the present approach 
by evaluating potential. However, it still 
fell short of the original objectives of Con- 
solidated’s marketing management since it 
did not determine the profitability of the 
salesmen’s operations. 

A supplementary benefit of the present 
and potential approach in Consolidated was 
its use as a basis for comparison of the 
salesmen’s call efforts by potential class. 
The actual calls by potential class were com- 
pared with the theoretical calls by potential 
class as a first step in determining the sales- 
men’s performances. 

To determine the profitability of the 
salesmen’s operations, Consolidated devel- 
oped a final refinement to the present and 


TABLE 5 
ACCOUNTS BY CLASSES 


Potential Class No. of Accounts 


t 


1,230 


*A Class 6 potential indicates zero potential 
accounts that will not be customers within 
three years, 
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TABLE 6 
CALCULATION OF CALL FREQUENCY FOR POTENTIAL 1 ACCOUNTS 


Present Calls/Y ear/ Account Potential Class 1 
Class (See Table 3) No. of Accounts Calls/Y ear 
1 20 14 280 
2 17 20 340 
3 14 13 182 
4 12 12 144 
5 1l 6 66 
6 10 15 150 
80 1,162 
potential call-load approach. While this re- Net sales of two territories $1,000,000 
finement was often difficult to put into prac- Forecast sales of former 
‘ ‘ territory 900,000 
tice, where it was applicable, it represented sceulatigdanins 
a very useful tool. Additional sales due to new 
territory $100,000 
Incremental Approach Less: Incremental 
manufacturing 
The incremental approach was based on cost to company $55,000 
the theory that, as long as a salesman con- se! yr ee 
tributed more in profit than in additional new salesman 20,000 
cost, he was making a positive contribution Additional profit caused by new —— 
to the sales organization. Under this theory, salesman $25,000 


salesmen could be added to Consolidated’s 
sales force until their incremental contribu- 
tion equaled their incremental cost. 

In practice, it was indicated that Con- 
solidated would have to move cautiously in 
applying the incremental approach. Al- 
though this approach was never applied on 
a national basis, it was felt that the poten- 
tial and present call approach would have 
to be used to design territories at some re- 
duced base call frequency. For example, if 
Consolidated’s 6,000 calls were spread over 
nine men, instead of eight men, the incre- 
mental increase in profit caused by the addi- 
tional] man would have to be compared with 
the increase in cost. 

The calculation of a salesman’s incre- 
mental contribution is difficult. Assume that 
the sales to customers could be forecast with 
some reliability. Then, if a new salesman 
is added, the incremental profit of the addi- 
tional sales over the forecast level should 
equal at least the incremental cost of the 
salesman. The manufacturing cost used for 
this calculation should be the cost of an 
additional unit of production. Here is an 
example of the calculations of the incre- 
mental approach, if a single territory of 
Consolidated Chemical Company were split 
into two territories: 


The incremental contribution of a sales- 
man became more measurable when he was 
placed in a territory where the company had 
not had previous sales coverage. Then Con- 
solidated determined that the following as- 
sumptions could be used to calculate incre- 
mental contributions: 

e All increases in sales are caused by 
the salesman. 

e All new customers are caused by the 
salesman. 

e All declines or losses in any existing 
accounts would have taken place 
otherwise and should not be de- 
ducted. 

Consolidated Chemical Company had 
placed a Salesman in the Southwest, where 
there had been no previous coverage, and 
according to the above assumptions he added 
$95,000 in sales. The following calculation 
shows the new salesman’s profit contribu- 
tion: 

Additional sales caused by new 

salesman $95,000 

Less: Incremental 

manufacturing 

cost $52,000 
Salary, expenses, 
car, etc. 20,000 

Additional profit caused by new ———— 

salesman $23,000 


The incremental approach, where reliable 
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forecasts are available, tends to maximize 
the profit of any organization. However, 
Consolidated found this approach to be 
somewhat limited by the difficulty of its 
application where present territories were 
further diluted. It became an extremely 
useful and effective tool in the justification 
of a completely new sales territory and the 
evaluation of that territory’s performance. 

Furthermore, where a salesman’s incre- 
mental profit contribution could be deter- 
mined, it became the most effective measure 
of his performance. And here it also be- 
came the ideal base for developing a sales- 
man incentive compensation program. The 
additional of the incremental approach as 
a refinement to the present and potential 
call-load approach fulfilled the objectives of 
territory design as conceived by marketing 
management of Consolidated. 


IMPLICATIONS 
What can be learned from this case in 


designing sales territories? 

Many companies are presently using 
methods such as the dollar sales or task 
approach, and can profit by asking them- 
selves if these methods really balance the 
differences in work load, travel time, etc. 
between territories. Other companies can 
review the objectives of Consolidated to 
suggest objectives which may be worth 
achieving in their case. 

For some, the improved methods devel- 
oped here may be directly applicable, and 
for many others variations in cal] frequen- 
cies and customer classes would make them 
applicable. Some companies may be able 
to make greater use of the incremental ap- 
proach than Consolidated if their sales can 
be forecast with reliability. 

With the increasing competitive pressures 
in the market place, marketing management 
is finding that it must sharpen its kit of 
tools for designing sales territories. 


Reprints of every article-in this issue are available (as long as supply lasts) at 
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A New Approach to Sales Forecasting 


and Production Scheduling 


HE MONTHLY shipments curve of a 

manufacturer usually is an imperfect 
reflection of his order curve. If a certain 
volume of orders is assumed, then the 
volume of shipments is governed on the one 
extreme by the peak capacity and on the 
other extreme by the unwillingness of 
production management to operate with less 
than a pre-set minimum of order backlog. 
This will result in sharply fluctuating pro- 
duction schedules, factory shipments, and 
accounts receivable—factors detrimental to 
the profitable operation of a manufacturing 
company. 

This wasteful practice can be traced to 
the inability of the sales department to 
make reliable short-term forecasts. The 
production department of the typical manu- 
facturing company—coften after a number 
of disappointments with sales forecasts pro- 
duced by the sales department—usually has 


¢ ABOUT THE AUTHOR. John Parkany is Marketing 
Research Manager for Formica Corporation, a sub- 
sidiary of American Cyanamid Company, in Cincinnati, 
Ohio. He is also Adjunct Professor of Business Ad- 
ministration of the Graduate School of Xavier Uni- 
versity. 

Dr. Parkany came to the United States in 1947 
from his native Hungary and studied at Georgetown 
University and Columbia University, where he received 
a Ph.D. in economics. In his work with Formica Cor- 
poration, he has established a telegram sales report- 
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information for the type of short-term forecasting 
described in this article. 
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The potential contributions of short-term sales forecasts to production 
economies are often overlooked. The short-term behavior of the manu- 
facturer's shipments can be anticipated with accuracy once the constant 
interaction of the sales of stock-carrying intermediaries, the changes of 
inventories of such intermediaries, and the order pattern of such inter- 
mediaries are known and understood. 

The volume of sales during a 3-month forecast period is large 
mined by events which occurred prior to the beginning of the forecast 
period. If accurate information on all past events of importance is avail- 


able, reliable forecasts can be produced. 


deter- 


reached the point where it refuses to accept 
any estimate for its production scheduling 
other than that which could be derived 
from the order backlog of the company. The 
net result is the waste caused by hectic 
production rates, unsatisfactory finished- 
goods inventories, poor deliveries from sup- 
pliers of basic materials, and unsatisfactory 
relationships with customers. 


NEED FOR RELIABLE SHORT-TERM FORECASTING 


What is needed to overcome such difficul- 
ties is not merely improved short-term sales 
forecasts, but short-term sales forecasts 
which are reliable. If it is known that the 
short-term forecast will agree with the 
actual sales experience, such sales forecasts 
will prove a great deal more useful to both 
sales and production. 

Most manufacturing companies reach 
their customers by selling through inter- 
mediaries. Selling through intermediaries 
(such as stock-carrying distributors) has 
profound effects on production schedules. 
The sales of the intermediaries are much 
smoother than those of the manufacturers 
which supply them, for reasons which will 
be discussed. 

The attack on the problems resulting from 
uneven production schedules must be two- 
fold. First, the incoming orders must be 
so utilized as to provide much smoother 
production and shipment schedules. Second, 
the sales and production departments of the 
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manufacturing company must be provided 
with a reliable forecast of shipments on a 
continuous (“rolling”) 3-months basis, and 
preferably on a monthly basis as well, in 
order to anticipate accurately changes in 
the rate of production and shipments. 

While the production and marketing char- 
acteristics of manufacturing products vary 
greatly from each other, the following 
characteristics may be typical of an im- 
portant number of manufactured products: 

1. Short production cycle 

2. Production of stock-items rather than 

job-order items 
3. Marketing primarily through stock- 
carrying distributors 

The factory shipment curve of the manu- 
facturer of such products will depend on 
two factors: the current trend of sales at 
the distributors level; and the constant fluc- 
tuations in the aggregate volume of distri- 
butor inventories. 


FACTORS AFFECTING SHORT-TERM SALES 
FORECASTING 

The chief hazard of sales forecasting is 
that, during the period for which the fore- 
cast is prepared, many events will happen 
which are not foreseeable at the time of 
the forecast. This statement is inapplicable 
to sales forecasts for periods not exceeding 
three months. A sales forecast prepared for 
the forthcoming three months will reflect 
primarily past events rather than events 
which will occur during any part of the 
three month period. 

The difficulty in the preparation of a 
short-term sales forecast is not the occur- 
rence of unforeseeable and unpredictable 
events during the short-term period, but 
rather the lack of knowledge at the outset 
of the forecast period of the exact past facts 
which collectively will determine the course 
of sales during the forecast period. 


Importance of Distributor Inventory Fluctuations 


The aggregate volume of inventory held 
by a company’s distributors varies continu- 
ally. The fluctuations are due to numerous 
causes. In fact, so many factors influence 
the level of distributor inventories that it is 
surprising that the inventories do not fluc- 
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tuate more than they actually do. Distribu- 
tor orders are extremely poor indicators of 
the current rate of sales by distributors. 

In a nutshell, once the company sells 
through stock-carrying distributors, its 
monthly shipments will reflect the rhythm 
of the purchases by its distributors, rather 
than the rhythm of the purchases of the 
customers of the distributors. Fortunately, 
the rhythm of the purchases of distributors 
is predictable, thus making accurate short- 
term sales forecasting possible once the 
current trends of distributor sales and of 
the cumulative inventory changes of the 
distributors are properly identified at the 
time of their occurrence. 


EXISTENCE OF FOUR CONCURRENT CYCLES — 


Four cycles are running concurrently in 
the marketing of a manufacturer who sells 
primarily through stock-carrying distribu- 
tors: 


Cycle I: Sales of distributors to their 
customers 

Cycle II: Inventory changes of distrib- 
utors 

Cycle III: Orders by distributors from 
manufacturer 


Cycle IV: Shipments by manufacturers 
to the distributors 


There is a constant interaction among 
these four cycles. All of them have their 
own characteristic behavior. 

Usually the manufacturer attempts to 
project his orders and shipments in the 
forecast period on the basis of the known 
behavior of orders and shipments in the 
immediate past. However, the behavior of 
the orders and shipments cannot be under- 
stood even in retrospect without reference 
to the volume of sales and inventory changes 
at distributor levels. The orders of distrib- 
utors taken by themselves cannot reflect the 
volume of their sales. Hence, the manufac- 
turer must know the past behavior of all 
four cycles up to the beginning of the fore- 
cast period. 


Cycle I: Sales of Distributors to Their Customers 


The first cycle is influenced by the myriad 
factors affecting the manufacturer’s sales 
volume. In virtually all instances there are 
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seasonal factors influencing sales. There 
exists the constantly changing influence of 
competitive pricing. The increase or decline 
in public acceptance of the products sold 
might be an important factor, and the effec- 
tiveness of the manufacturer’s advertising 
and marketing program will have its con- 
stant ebbs and flows. Economic events 
directly related to the consumption of the 
manufacturer’s products might be of partic- 
ular importance. 

Although sales of distributors to their 
customers fluctuate within rather wide 
limits, on a month-by-month basis or on a 
quarter-to-quarter basis, this cycle, on the 
whole, is more stable and shows less fluc- 
tuations than the typical wider variations in 
the manufacturer’s monthly shipments. 


Cycle Il: Inventory Changes of Distributors 

Every manufacturer attempts to persuade 
his distributors to carry an ample inven- 
tory. Neverthless, the distributors’ inven- 
tories fluctuate constantly within wide 
limits. 

Some products have strong and weak 
selling “seasons” at the distributor level. 
This causes distributors to stock up in.an- 
ticipation of the strong season and leaves 
inventories either in a strong or weak posi- 
tion following the end of the season, depend- 
ing upon the ability of the distributors to 
predict accurately their “strong season” 
sales. Anticipations of good or poor busi- 
ness conditions by the distributors will 
cause them continually to increase or de- 
plete their inventories. Production holdups 
at the factory level, or conversely speed-up 
of factory deliveries, will cause substantial 
variations of distributor inventories. An 
important cause of changes in distributor 
inventories is often the inefficient methods 
applied in purchasing. 

To a large extent, the current volume of 
distributor inventories is the accidental by- 
product of the sales by distributors and of 
the factory shipments to the distributors. 
While the distributors frequently “plan” 
higher or lower levels of inventories, the 
changes of the sales of distributors and the 
changes in the delivery dates of manufac- 
turer suppliers will result in “unplanned” 
inventory changes. 
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Cycle tli: Orders by Distributors From 
Manufacturer 

The replacement of products sold by the 
distributors is brought about through 
orders placed by the distributors with the 
manufacturer. Distributors do not mechani- 
cally reorder tle volume which they have 
been selling. The causes for inventory fluc- 
tuations outlined in the preceding section 
affect orders, together with such additional 
factors as impending changes in the product 
line and hold-ups in factory deliveries. 


Cycle IV: Shipment by Manufacturers to 
Distributors 

At the outset, it was suggested that the 
shipments by the manufacturer to the dis- 
tributors are an imperfect reflection of the 
orders received by the manufacturer. The 
levels of finished-goods inventory, the peak 
capacity, and unwillingness to reduce the 
order backlog beyond a minimum point are 
the principal factors influencing the manu- 
facturer’s shipments in any given month. 

The constant changes in the delivery 
dates by the manufacturer can themselves 
influence the orders received by the manu- 
facturer. If the sales of distributors are 
at a lower rate and factory deliveries are 
known to be prompt, the distributors are 
willing to carry smaller inventories because 
they can assume prompt factory shipments. 
Once the factory is extending delivery dates 
over a longer period of time, the distribu- 
tors will both increase their inventories and 
place orders covering their needs for a 
longer period of time because they know 
that the factory cannot be relied upon for 
prompt shipments. In fact, one of the more 
characteristic events after a period of 
strong factory sales is the abrupt falling off 
of orders received by the factory. This usu- 
ally happens when the factory is in a 
position to shorten delivery dates on the 
orders received. This will cause a huge 
increase in the inventories of the distribu- 
tors and will prompt the distributors to 
decrease their inventories to much lower 
levels—a process helped by the known 
promptness of factory deliveries of the new 
orders. 


DETERMINATION OF SHORT-TERM SALES FORECASTS 
The four cycles discussed will determine 
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the actual factory shipment volume in any 
short-term period. For the manufacturer, 
it is necessary to know the exact behavior 
of the first three cycles in order to predict 
the factory-shipment cycle (Cycle IV) with 
accuracy. 

Some manufacturers receive periodic, 
often monthly, reports from their whole- 
salers on their sales. These reports are 
valuable, but often are not much help in 
forecasting the behavior of the four cycles. 
Monthly reports are usually received during 
the month which follows the month for 
which they are prepared, and they are as 
much as sixty days “dated” when these 
monthly reports are complete. 


Establishment of Weekly Telegram Reporting 

It is necessary to know the current be- 
havior of all four cycles. Hence, it is essen- 
tial to obtain reports by telegram each 
Monday regarding the sales volume at the 
distributor level during the preceding week. 
The comparison of the factory shipments of 
the previous week with the sales of the 
distributors will result in the computation 
of the changes in the aggregate volume in 
distributor inventories. 

Once the manufacturer obtains weekly 
telegram reports from the distributors 
regarding the sales of the distributors, the 
manufacturer will know the exact behavior 
of the sales and of the net inventory 
changes of its distributors in any past 
period. In order to make short-term sales 
forecasts for a period of one to three 
months, it will be necessary to make some 
assumptions regarding the sales and the 
future net inventory changes of the distrib- 
utors during the forecast period. 


Projection of Sales of Distributors in Forecast 
Period 

The necessity to make forecasts of the 
future sales of distributors might suggest 
that the advantages of the forecasting sys- 
tem proposed are purely manipulative ones. 
Such a suggestion disregards the fact that 
the sales of distributors are more stable 
and predictable than the volume of factory 
shipments. Furthermore, any forecasts of 
factory shipments prepared in the absence 
of an exact knowledge of the sales of dis- 
tributors is guesswork. 


If it is our assumption that the sales of 
distributors are a relatively stable series 
with predictable variations, then we might 
anticipate that the skilled forecaster will 
be able to prepare “better than rough” (in 
fact, consistently close) estimates of the 
sales of distributors in the forecast period. 
The knowledge of the exact level of current 
sales and of general business and industry 
conditions, together with the known influ- 
ence of the seasonal factors, will permit the 
forecaster reasonably accurate projections 
of the sales of the distributors in the fore- 
cast period. Such projections must be ex- 
tended to include reasonable estimates of 
inventory changes, also. 

While these projections still include ele- 
ments of subjective calculations, they are 
on sufficiently solid grounds to permit effec- 
tive manipulation of the existing order back- 
log, the current rate of production, and the 
current rate of shipments. 


Manipulation of Manufacturer's Order Backlog 

While the rate of incoming orders is not 
subject to the manufacturer’s direction, all 
of the foregoing three factors are subject 
to such direction. If adequate information 
on the current rate of sales by distributors 
is available, the manufacturer might con- 
sciously use his existing order backlog to 
provide for a predictable and stable rate of 
production. Both the orders received as well 
as the orders anticipated by the manu- 
facturer can be used much more intelli- 
gently, once the true sales of the distribu- 
tors and the inventory changes of the 
distributors are known. 

Practically all manufacturers experience 
uneasiness about delays in receiving heavy 
orders from the distributors just prior to 
the beginning of the usual heavy seasonal 
buying of distributors. Such delays often 
cause unnecessary additional production 
expenses and shortages in distributor in- 
ventories. If the current sales volume of 
the distributors as well as their inventory 
position is known, the manufacturer can 
utilize better his order backlog and produce 
in anticipation of incoming orders, irrespec- 
tive of the slowness of the orders of the 
distributors at times when such orders 
should be coming in but are late. 
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Average 1958 sales (Base Period) and 1959 quota expressed in sales out 
of warehouse ( Factory Shipment Value) 


FIGurReE 1. 


Information on Collective Sales of Other 
Distributors 

Wholesalers in certain lines of business 
(usually those concerned with the wholesal- 
ing of “big-ticket” items or of large volume 
package goods) are used to periodic report- 
ing of their sales to their manufacturer 
supplier. It is possible to establish weekly 
telegram reporting plans in other lines of 
business by having well conceived plans of 
appealing to the self-interest of the distrib- 
utors. 

Distributors in any line of business are 
eager to obtain information on questions 
such as: What is the current sales perform- 
ance of other similar business concerns? 


How does his own performance compare 
with the performance of other similar con- 
cerns? 

The writer is associated with a company 
selling a product which is a well-known 
building material. All distributors of his 
company’s products have been asked to re- 
port their sales for the previous week by 
telegram each Monday. In the course of 
the same week, the distributors will receive 
by mail a 2-part chart with the following 
information: The top chart shows in bars 
the relative performance of the distributor 
in the past week. The bottom chart shows 
the relative performance of all distributors 
in the past week. (See Figure 1.) 
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Ficure 2. First 10 MoNTHs SALEs oF YEAR X AND YEAR X—1 (HYPOTHETICAL). 
TuHese Are SALES DATA KNOWN IN NOVEMBER OF YEAR X AT THE TIME OF PREPA- 
RATION OF SALES FORECAST FoR YEAR X + 1. 


Both charts are cumulative and show the 
average performance through the past 
week. On the left side, lines show last 
year’s average performance objective (sales 
quota). At a glance, the distributor is able 
to determine how his performance each 
week up to the last week compares with last 
year’s sales performance and this year’s 
sales objective. Each distributor has this in- 
formation available for the aggregate per- 
formance of all other distributors of the 
same product as well. 

In a recession, such a chart will show all 
distributors how this product was affected 
by the recession. Likewise, in a period of 
business expansion it shows how the expan- 
sion directly affected the distributors of the 
product, and how the individual distribu- 
tor’s performance stands up compared with 
the others. 


The Operation of a Telegram Reporting Program 

Thus, a telegram-reporting program in 
an industry which is not experienced with 
it has several advantages: information to 
field sales management on distributor sales 
performance; supply of information on na- 
tional sales trends to distributors to secure 
their participation; and continuous use of 
data for forecasting short-term sales. 

The distributors’ participation is assured, 
because they are convinced that they obtain 
practical benefits through feeding back in- 
formation to the manufacturer. 

Top management of the manufacturer 
obtains the following information every 
Monday afternoon regarding the previous 
week’s performance: 

1. Total sales of the distributors 

2. Total factory shipments to the distrib- 

utors 


19 
15 | 
X YEAR bid 
a 
4 
2 
M J J A s 0 
walle 
we 


20 JOURNAL OF MARKETING January, 1961 
DISTRIBUTORS’ SALES 
pa IN YEAR X 
10 
A. 
rr 
5 aed PERIOD OF INVENTORY PERIOD OF INVENTORY 
DEPLETION ACCUMULATION 
3 
J F M A J J A Ss 1) 


Months 


Ficure 3. First 10 MONTHS SALEs or YEAR X, SHOWN TOGETHER WITH SALES 
oF Firm’s DISTRIBUTORS IN SAME PERIOD (HYPOTHETICAL). 


3. Net distributor inventory change 
(that is, the difference between the 
two foregoing items) 

4. Net inventory change for an accumu- 
lated period 

5. Net distributor orders 


VAGARIES OF DISTRIBUTOR INVENTORY CHANGES 


There are many apparent advantages in 
establishing such a weekly telegram report- 
ing system. An example illustrates this. In 
a recent year shipments of a manufacturing 
company showed the pattern illustrated in 
Figure 2. The increase in sales, throughout 
the year led management to believe that 
the demand for the product increased sub- 
stantially. There was a small percentage 
increase in sales at the distributor level. 
Initially, the distributors did not step up 
their purchases in response to the slightly 
increased demand. Consequently, inven- 
tories started to deplete and after some 


months had passed, the distributors stepped 
up their orders. 

At this time the factory was forced to 
put a 6-day and soon a 7-day work week into 
effect, and to continue to lengthen the de- 
livery period of new orders. Distributors, 
realizing this delay, put in orders for a 
longer period of time in advance. The fac- 
tory further stepped up production and, 
once additional capacity was available, was 
able to make a real “dent” in the backlog 
of distributors. 

It took distributors some time to realize 
that the factory was catching up with the 
order backlog and was shortening the de- 
livery period on new orders. At this time 
inventories were not only replenished, but 
showed a considerable increase over the 
volume prevailing before the depletion of 
inventories started. 

The manufacturer knew that orders and 
shipments had been increasing tremen- 
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dously, but was unaware of the fact that 
all the time there was a nominal increase 
in distributor sales and a substantial deple- 
tion and accumulation of inventories. (See 
Figure 3.) Sales forecasts for the next year 
based upon peak shipments at the end of 
this period were misleading and false. 


IN CONCLUSION 

The existence of selling intermediaries, 
namely, distributors, might bring about less 
smooth factory shipment schedules than 
otherwise might be the case. This is true 
because distributor inventories vary con- 
stantly. 

The object of the approach outlined in 
this article is to change the weakness of 
fluctuating distributor inventories into a 
possible asset to the manufacturing com- 
pany. More specifically, it is to use the 
distributor inventories to act as “shock 
absorbers,” and to have such inventories 
permit smoother factory production sched- 
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ules rather than to cause them to accentuate 
fluctuations. 


Once factory shipments to the distribu- 
tors are identified as to current distributor 
sales and distributor inventory changes, 
this information can be readily translated 
into reasonably accurate projections of sales 
to distributors in any forthcoming three 
months period. 


The existence of the 2-way system of 
communication, consisting of the dispatch 
of weekly telegrams and the return of sales 
charts, can be used to many advantages. In 
the introduction of a new product, for ex- 
ample, separate reports of the sales of such 
new products can be added to the weekly 
telegrams. Thus, the orders of the distrib- 
utors for the new product can be broken 
down between orders for stocking and 
orders for replacement of sold stock. Such 
information is quite valuable in determining 
the early acceptance of a new product. 


You May Be Suffering, and Don’t Know It 


(1) The railroads are in trouble today not because the need for 
transportation was filled by others (cars, trucks, airplanes, etc.), 
but because it was not filled by the railroads themselves. 

(2) As with the railroads, Hollywood got into trouble because 
it thought it was in the movie business when actually it was in 


the entertainment business. 


(3) 30 years after the boom started the dry cleaning industry 
is in trouble from synthetic fibers and chemical additives. But— 
lurking in the wings, and ready to make chemical dry cleaning 
totally obsolete, is that powerful magician, ultrasonics. 

(4) Electric utilities provide another one of those supposedly 
“no-substitute” products. But—a score of non-utility companies 
are well-advanced toward developing a powerful chemical fuel cell 
that can sit in some hidden closet of every home silently ticking 


off power. 


But why go on? Are you suffering from marketing myopia? 


—tTheodore Levitt, “Marketing Myopia,” 
Harvard Business Review, Vol. 38 


(July-August, 1960), p. 45. 
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Organizing Industrial 


Sales for Profit 


® HEBER E. ALLEN 


This article points out some objectives, and pitfalls to be avoided 
in the “hazardous journey" of getting an industrial product to market. 
Note the role of the salesman in seeking out profitable opportunities 
that require technical development. 


OM TEST TUBE to wardrobe is a long 

and hazardous journey in the textile fi- 

bers business. But this is equally true of 
other industries and products. 

Research takes years to locate and perfect 
new molecular structures which have, or 
can find, a place in our industrial economy. 
Then comes the long and arduous process 
of devising ways to produce on a commer- 
cial scale. In this phase, engineering comes 
into play and again originality and inven- 
tiveness are very important. 

Concomitant with the engineering and 
building of production facilities, comes de- 
velopment—meaning the application of ex- 
isting processes and techniques to the new 
situations created by the existence of a new 
product. It is a “cut-and-try process,” basi- 
cally empirical in nature, to determine ac- 
tions and reactions to existing processes, 
always seeking to find short-cuts to desir- 
able end results. 

Eventually the product—out of research 
and production—and how to use it—out of 
development—furnish sales with the article 
and technology. Where do we go from here? 


* ABOUT THE AUTHOR. Until recently Heber E. 
Allen, an alumnus of the University of Michigan, was 
Assistant Sales Manager of the Textile Fibers Depart- 
ment of The Dow Chemical Company. He was Man- 
ager for Industrial Seles of the Dobeckmun Company 
for fifteen years and Assistant Director for Distribution 
for three years prior to its merger with The Dow 
Chemical Company. 

He has also served as a Director of Dobeckmun 
Europa and President of Dobeckmun de Mexico, now 
subsidiaries of The Dow Chemical Company. Mr. Allen 
retired from active business in January, 1960, and is 
now living in Gainesville, Florida. 


In order to determine the objective, mar- 
keting-research reports should be carefully 
studied to sort out the most promising areas 
for concentrated sales attention. It is a 
case of matching the product and technol- 
ogy to the most promising potential market. 
This technique generally resolves itself into 
objectives, based on the element of esti- 
mated time required. It is well to have an 
immediate plan, an intermediate plan, and 
a long-range plan. 

The immediate plan is vastly influenced 
by the long-range objectives and must be 
tailored carefully to avoid errors of judg- 
ment that might seriously weaken the build- 
ing of a sound long-range marketing plan. 
Almost certainly at this point, profit should 
be a secondary consideration. 

During the immediate plan, and even into 
the intermediate plan, the product will be 
classified as “restricted.” This can be either 
because of a desire to sell only for proven 
applications or because of limited avail- 
ability. 

Time was when markets, largely unsat- 
urated, waited avidly for each new inven- 
tion or innovation to appear. Sales were 
largely a matter of the logistics of distribu- 
tion. Availability at the right location was 
the principal ingredient of successful mar- 
keting. A simple announcement of a new 
invention or discovery would produce suffi- 
cient interest almost to guarantee sales. 

But now the techniques of generating 
consumer demand are vastly more compli- 
cated than they were a generation ago. All 
available resources must be brought to bear 
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on the problem. Product application and 
analysis will provide the facts, but the 
buyer, and particularly the consumer, must 
be told of the benefits to be secured from 
the product. 


RELATE YOUR PRODUCT TO CONSUMER DEMAND 


In many fields, the consumer dictates the 
pattern for industrial goods. The problem 
for the industrial-goods producer is to get 
into the manufacturing process when a dis- 
tinct contribution can be made to more 
efficient production, improved quality, bet- 
ter styling, or whatever it is that ignites 
the spark of desire to own, use, and enjoy 
the final end result of the manufacturing 
processes. 

It may seem strange at first glance to 
seek guidance from the consumer in the 
field of industrial products. But in such 
fields as textile fibers, synthetic resins, and 
plastic films, the product becomes a compo- 
nent in a finished product which must be 
acceptable to the consumer. 


INDUSTRIAL SALES TAKE TIME 


For example, the Land camera, better 
known as Polaroid, is a tremendous success. 
The idea of a camera that would take a 
picture and develop it on the spot, two min- 
utes after snapping the picture, was revo- 
lutionary, to say the least. Eliminate the 
negative, and develop the print inside the 
camera. 

How could it be done? One problem was 
to develop a pouch or pod that would hold 
the developer securely for an indefinite pe- 
riod, yet release the fluid easily and uni- 
formly over the surface of the print with 
gently applied pressure. It took five years 
after specific work was started on the pod 
for the developer before real volume busi- 
ness started to come in. 

Another example: An industrial sales- 
man for Dobeckmun Company, now a Divi- 
sion of The Dow Chemical Company, worked 
closely with the engineers of the General 
Electric Company in the development of a 
laminated insulation material that would 
enable them to reduce the size of their mo- 
tors and increase the horsepower ratings. 
Many combinations of materials were tried. 
Laboratory tests took months and years, 


but eventually a product was made that 
accomplished the objective. Many millions 
of dollars in sales have resulted from this 
effort. 

Again the objective was correctly ap- 
praised. It was in the line of progress—less 
weight and bulk per unit of work output. 
Savings resulted not only in convenience to 
the user, but a substantial reduction in the 
over-all amount of copper and iron required. 
This whole movement has been given a 
name in the electrical industry—“minimiza- 
tion”—and has extended to radio and elec- 
tronic assemblies, for example, transistors. 

The industrial salesman, if he is to be 
of maximum value to his company, must 
constantly be on the alert for market oppor- 
tunities. He must feed back to management 
a careful and detailed analysis of all signifi- 
cant data pertaining to a situation that may 
have profit possibilities. 


CHECK THE ECONOMICS OF THE SITUATION 


Another factor is the cost of the product 
in relation to the existing product it is to 
replace or, if completely new, how expensive 
is it to make and to use. In short, what are 
the economics of the situation? 

It is useless to make or try to sell a prod- 
uct that is “only as good as” or costs 
slightly more than existing products—un- 
less labor savings or increased service life 
can be demonstrated. 

During World War II a flexible packag- 
ing material referred to as “Metalam” was 
developed for the armed forces. The prod- 
uct is a heat-sealable, moisture-vapor bar- 
rier designed to prevent corrosion to air- 
craft engines and parts. It consisted of 
vinyl film, aluminum foil, polyethylene, and 
fabric. The government eventually set up 
specifications for this type of material— 
acceptance or rejection was based on per- 
formance tests. 

The problem then was one of making a 
product just good enough to meet the speci- 
fications. Eventually, cheaper materials 


were found to accomplish the same result, 
with extruded polyethylene being used to 
replace the more expensive vinyl. This is 
another example of the need constantly to 
review and evaluate the economics of the 
relationship of the product to the market. 
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PLAN TO SELL IN VOLUME 


Try to appraise correctly the volume you 
can reasonably expect to secure for your 
company, taking into consideration competi- 
tion and the size of the over-all market. 
Here marketing research can be of immense 
help, but a sales manager must be careful 
not to assume he can capture all or even 
most of the market. 

Many companies have as their stated ob- 
jective planned price reductions, based on a 
time schedule to coincide with market ac- 
ceptance. Increased volume should result in 
improved technology and lower costs. 

If you do not have competition, it will 
come eventually; or if you have patents, 
you will probably deem it advisable to li- 
cense other companies. Volume is important 
for another reason—economies in produc- 
tion. It is amazing what added volume will 
accomplish profit-wise when sales move be- 
yond the break-even point. This should be 
a constant objective of every sales manager. 

The corollary is to fight continuously the 
tendency of break-even points to rise. A 
close liaison with the controller’s depart- 
ment is indicated here. 


Hire, train, and retain the most compe- 
tent salesmen it is possible to secure. 
Modern techniques should be used in their 
selection and, once hired, a salesman should 
seldom be fired. That is the most expensive 
thing a manager can do. 

A technical education is an asset, but 
experience indicates that skills in the field 
of human relations—courtesy, tact, poise, 
drive—are very important. This is not to 
say that a basic knowledge of the product is 
not essential. It is, but an inquisitive and 
analytical mind in respect to the competi- 
tor’s business and problems is essential. If 
you know enough about his business to help 
him make a profit, your profit is automat- 
ically assured. 


Assuming reasonable care was used in 
the process of recruitment and selection, the 
future success of a salesman depends largely 
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on the man himself and the way he is 
handled by his manager. 

A large measure of freedom of action is 
required. Avoid arbitrary application of 
authority. Almost without exception, a good 
salesman knows his territory better than 
someone at the home office—which is not to 
say a manager should not help him with all 
the staff assistance it is possible to muster. 

For example, industrial consultants will 
urge, and properly so, a list of target ac- 
counts, with a definite call rate for each 
salesman. On paper this may look good, 
but in practice what happens? The largest 
accounts last year may shrink to just me- 
dium accounts this year and some may dis- 
appear entirely. Unless time and energy are 
applied to new accounts, volume is almost 
certain to be off. 

It is easy to generalize that too much time 
is being spent on unproductive accounts, but 
in so doing managers seriously underrate 
the perspicacity of the average industrial 
salesman. So, watch the target account con- 
cept. Sometimes less promising prospects 
have a way of developing into good 
customers. 

Security is overrated as an inducement in 
the business of selling. A salesman wants 
to live and enjoy himself now, and there is 
no substitute for money. He also should be 
allowed to make effective use of an expense 
account as it relates to sales potential, but 
this expense account should not be treated 
as compensation. 

What, then, are a few of the things to 
keep in mind in organizing for profit in the 
field of industrial marketing? Here they 
are: 

1. Determine the objective. 

2. Relate your product to the present or 

probable consumer demand. 

3. Time is needed to make profits. 

4. Analyze costs in relation to possible 
selling price and probable market po- 
tential. 

5. Plan to make and sell in volume suffi- 
cient to carry you well beyond the 
break-even point. 

6. Hire competent salesmen. 

7. Build and maintain morale in a sales 
force. 
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BUILD AND MAINTAIN MORALE IN A SALES FORCE 


Market Segmentation 
and Marketing Mixes 


@ BURTON F. BOWMAN AND 
FREDERICK E. McCORMICK 


The total marketing concept acknowledges that the business of busi- 
ness is the creating and fulfilling of product user needs and desires at a 
profit, and that every part of a business should be oriented to this 
objective. 

Accurate problem definition is a requisite to any good business deci- 
sion. Once the basic problems have been determined, we are well on 
the way toward solving them. This article illustrates how the Agricultural 
Division of the American Cyanamid Company utilizes the total marketing 
concept and the principle of problem definition in operating a highly 
diversified business with widely varying market segmentation and mar- 
keting mix requirements. 


HE DEVELOPMENT of Aureomycin® 

chlortetracycline is an example of how 
a single compound can be tailored to fit 
the needs of several market segments. A 
chemical and pharmaceutical company’s 
new product development opportunities 
are almost limitless. The only important 
limiting factors are: (1) the number of 
product-user needs and desires that can 
be identified or created, and (2) the num- 
ber of old or new compounds that can be 
applied to fulfill these needs and desires. 
In some cases the need is identified, and 


* ABOUT THE AUTHORS. Burton F, Bowman, Assist- 
ant General Manager of the Agricultural Division of 
American Cyanamid Company in New York, has been 
in charge of the marketing of the many products of 
the Division as General Sales Manager and Marketing 
Director. After receiving his B.A. and J.D. degrees 
from the University of lowa, he was in the Sales De- 
partment of Pillsbury Mills, Inc., and became their 
Director of New Products Development. He also served 
as Vice President of Huron Milling Company in New 
York. 

Frederick E. McCormick is Manager Commercial 
Development, Agricultural Division of American Cy- 
anamid Company. He received his B.B.A. from the 
Baruch School of Business Administration, followed by 
graduate work in management at Columbia Univer- 
sity. Mr. McCormick was formerly Manager of Market 
Research, Cyanamid'’s Agricultural Division, and has 
held marketing research posts at Lever Brothers Com- 
pany and The Nestle Company. 


then a product is developed to fill the 
need. In other cases scientists discover, 
intentionally or accidentally, new com- 
pounds for which no known needs exist. 
Then it must be determined what these 
new compounds can be adapted to do. 

Aureomycin was discovered by first 
identifying a group of needs and then 
synthesizing a chemical compound which 
fulfilled these needs. American Cyanamid 
Company was one of the early producers 
of penicillin, and in supplying this mate- 
rial to the medical profession it became 
apparent that, as wonderful as penicillin 
was, it left a lot to be desired. 


AUREOMYCIN’S MARKET SEGMENTATION 


After the initial development, Cyanamid 
had a yellow crystalline substance that 
was effective against a broad spectrum of 
disease, but next came the question of how 
many practical applications could be 
found for it. Market analysts and teams 
of scientists, technicians, and many others 
produced a total of thirty-five products for 
curing human diseases. It became the 
Agricultural Division’s job to find users 
for Aureomycin in the agricultural field. 

Scientists were furnished with market- 
analysis data showing incidence of animal 
diseases and the potential markets they 
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represented. As a consequence, thirty ani- 
mal health pharmaceuticals were devel- 
oped for curing diseases in animals rang- 
ing from canaries to Texas steers. Thirteen 
adaptations are used as ingredients by 
the feed industry to maintain health and 
to promote growth in virtually all types 
of livestock and poultry, and Aureomycin 
became the basis of five products which 
are sold to the food processing industry. 
Development teams are still working on 
other uses. 


COMPLEXITY OF MARKETING AGRICULTURAL 
SUPPLIES 


A recent survey at the retail level found 
approximately 200 different products or 
package sizes of animal health products 
and pharmaceuticals that were sold by 
Cyanamid’s Agricultural Division. More 
than forty-one Cyanamid products are 
used by feed manufacturers as ingredients 
in making all types of animal feeds; and 
the division sells forty-seven grades and 
forms of fertilizer products, twenty-seven 
insecticide and fumigant products, and 
also weed killers, industrial nitrogen prod- 
ucts, and a line of chemicals for the food 
industry. Our product user may be the 
poultry producer in the Delaware Penin- 
vula, the cotton farmer in the South, the 
Midwestern hog producer, the specialized 
Iowa or Illinois corn grower, or any one 
of a host of other types of agricultural 
operators. Agriculture is really not a sin- 
gle industry but a collection of dozens of 
heterogeneous sub-industries, each having 
many problems which a chemical company 
can solve. 

Our major marketing problems cannot 
be solved by constructing complex organi- 
zational charts or by making broad policy 
decisions in a national frame of reference. 
Markets are broken up into segments by 
geography, climate, purchasing power, 
habits, needs, competition, and other fac- 
tors. There are such things as national 
markets, but these are groups of local 
markets because local markets are where 
the customers are. Therefore, our market- 
ing mixes are varied not only from prod- 
uct to product, but from territory to 
territory. 
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CONSTRUCTING MARKETING MIXES 


In building marketing mixes, the start- 
ing point is the belief that the individual 
in our organization who is nearest the 
product-user focal point is the salesman. 
Each salesman in the field is managing a 
part of our business, and, therefore, all 
elements in the marketing mixes are 
geared to helping each one carry out this 
managerial responsibility and to enable 
him to deal effectively with his territory’s 
individual problems. The marketing mixes 
include the usual major ingredients such 
as personal selling, advertising and public 
relations, promotion and packaging; but 
we place heavy emphasis on technical 
services and sales training. 


An Animal Feed Supplement 


Figure 1 illustrates how marketing 
mixes can vary between product classes. 
The first column represents the marketing 
mix of Aurofac® animal feed supplements. 
These are various strengths and formula- 
tions of chlortetracycline, which is also 
the basic compound in our Aureomycin 
products. Aurofac is used by feed manu- 
facturers in their feed products for the 
purpose of maintaining livestock health 
and promoting growth. The Aurofac mar- 
keting mix primarily depends on a large 
technically trained sales force. Scientists, 
working in close relationship with the 
sales force, provide research and consul- 
tation on feeding problems. They conduct 
field trials and demonstrations, using ad- 
vanced methods of statistical control. In 
conjunction with professional motion-pic- 
ture producers, these scientists have pre- 
pared and are continually enlarging an 
extensive library of films which document 
the benefits of Aurofac. 

Next in importance are advertising and 
public relations. Aurofac trade advertis- 
ing is for the purpose of supporting the 
technically trained sales force and scien- 
tists in their relationship with feed man- 
ufacturers. It tells the feed manufacturer 
how Aureomycin will benefit him and his 
customers. Aurofac advertising to the 
livestock grower is designed to support 
the feed manufacturer in the sale of his 
products containing Aureomycin. Adver- 
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feed manufacturer we sell a product. 
Packaging and promotion come next. 


and promotes animal growth. To the Good packaging is necessary, but is not of 


tising to the livestock grower tells him grower we sell a concept .. 


that having Aureomycin in wis feeds is 
profitable and insures against disease loss 


— 
a 
h 


primary importance. Aurofac promotion 
is not extensive, and its purpose is to make 
it easier for the feed manufacturer to sell 
his products containing Aureomycin. 


An Animal Health Pharmaceutical 


The next example is Aureomycin Mas- 
titis Suspension which cures mastitis, a 
high-incidence disease among dairy cows. 
Although this product’s basic ingredient 
is chlortetracycline, which is also the ba- 
sis of Aurofac, the two marketing mixes 
are substantially different. In this case, 
primary emphasis goes to a large sales 
force trained in merchandising. Aureomy- 
cin Mastitis is sold through many types 
of wholesalers and distributors and to 
about 25,000 farm-supply outlets. Getting 
and holding distribution, controlling in- 
ventories, displaying the merchandise, and 
educating the trade are the salesman’s 
primary tasks. 

Sharing top position in its marketing 
mix are advertising, promotion, and pack- 
aging. Here the advertising sells our spe- 
cific product. Special promotions are util- 
ized at three distinct links in the market- 
ing chain, namely, the wholesale, retail, 
and ultimate user levels. Packaging must 
include identification, imagery, and im- 
pulse appeals not too unlike those of a 
convenience goods manufacturer, but it 
must also educate the user and make it 
easier for him to utilize the product in a 
highly specialized use situation. Technical 
service by scientists occupies a subordi- 
nate position in the marketing mix. 


Fertilizer Products 


Our phosphate and nitrogen products 
fall roughly into two groups. One group 
consists of ingredient concentrates, 
which are sold to fertilizer manufacturers 
who formulate them into finished ferti- 
lizer products. The second group comprises 
finished fertilizer specialties which are 
sold through farm-supply channels. 

The most important part of the phos- 
phate and nitrogen fertilizer marketing 
mix is a special technically trained sales 
force. Again, as in the case of Aurofac, 
the sales force works in close co-operation 
with technica] service men. The second in- 
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gredient in the fertilizer marketing mix 
is an item which ordinarily would not be 
considered part of a marketing mix; but, 
because fertilizers are heavy tonnage, 
relatively low-priced products, the loca- 
tion of production facilities is very im- 
portant. Strategic advertising, public re- 
lations, and promotion are used, but not 
nearly to the extent that they are in the 
majority of products in our other lines. 


A Defoliant 


The fourth example is Cyanamid Special 
Grade Defoliant, a product based on an 
original Cyanamid compound developed 
over fifty years ago. This product defoli- 
ates cotton prior to mechanical picking. 
It is a packaged item and is sold through 
farm-supply channels. Defoliants are used 
by cotton farmers only when there has 
been rainfall just before picking time. 
This rainfall causes fresh new growth, 
and the resulting green leaves stain the 
cotton when it is mechanically picked if 
they are not removed prior to picking. 
Since the product is useful only when 
there is fresh new growth, the most im- 
portant ingredient in Cyanamid Special 
Grade Defoliant’s marketing mix is avail- 
ability when and if needed. It must be on 
hand at the right time, the right place, 
and in the right quantity. Advertising, 
public relations, promotion, and packaging 
are relatively unimportant for this prod- 
uct. The advertising is highly localized 
and conveys the message that the defo- 
liants are available in the locality. 

There is not a distinctive marketing mix 
for every product in the line, but there 
are several dozen product subgroups with 
significantly different marketing mix re- 
quirements. Each of these marketing 
mixes is subject to modification because 
of geographical differences, seasonal in- 
fluences, and special area problems. 


GUIDES TO CREATING MARKETING MIXES 


The nearest to having a formula for 
developing marketing mixes is a reliance on 
problem definition. Clues to defining market- 
ing mix problems come from marketing re- 
search, including continuing and special 
tailor-made audits at various trade levels, 
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analyses of changes in animal populations, 
studies of changes in the economic status 
of various farm groups, analyses of our 
marketing programs and those of competi- 
tors, blind-product tests, and opinion sur- 
veys. From the sales force continuing 
reports are obtained on changing condi- 
tions and needs, and the salesman’s recom- 
mended action. His recommendations are 
screened and improved upon by district 
managers and the managers of five virtu- 
ally autonomous regions. 

All information is co-ordinated by ten 
product managers and product supervis- 
ors, each of whom functions as an opera- 
tor of an individual business, drawing 
upon the total services of the division 
and paying for his own particular share 
of the costs. The strongest clue the prod- 
uct manager gets is one of hindsight 
through marketing research and area-by- 
area sales statistics and expense control 
analyses. 
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If market share remains satisfactory or 
increases, if marketing opportunities are 
being successfully turned into sales, if 
fixed expenses stay in balance or go down 
and if profit is adequate, he can then de- 
termine the adequacy of his particular 
marketing mixes. He identifies those fac- 
tors which have been productive and tries 
to make them more effective. Conversely 
he identifies where we are being inefficient 
and takes corrective action. The product 
manager is thus continually being fur- 
nished with a feedback on his various 
product classes and geographic areas, and 
this information permits him continually 
to define and review his problems. 

The main objective is to base our entire 
operation on analyzing problems and 
working from facts. The guiding influ- 
ences are problem definition, and the con- 
cept that the business of business is the 
creating and fulfilling of product user 
needs at a profit. 


Mechanization ... Good or Bad? 
Trends in advanced mechanization are likely to have an impact 
on management as a whole. What are the most significant effects 


to come? 


First, most of the trends will probably increase capital invest- 


ment in equipment. 


Second, in one way or another all present trends will reduce 
operating costs, including every kind of labor cost per unit of 
output (except possibly maintenance costs). 

Third, there will be a faster response to any demand placed on 
the production system, as demonstrated recently by an automated 
ball bearing plant that cut lead time from 19 days to 2 days. 

Fourth, there is a certainty of less flexibility in some manu- 
facturing systems. No integrated line to make V-8 engines can 
be converted to making 6-cylinder engines for compact cars in 


anything less than weeks . . 


. if at all. 


—James R. Bright, “Are We Falling Be- 


hind 


in Mechanization?”, Harvard 


Business Review, Vol. 38 (Nov.-Dec., 


1960), pp. 105-106. 
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Operations Research in 
Solving a Marketing Problem 


were: (1) 


premium. (4 


wide range of fuels. 


HE SUN OIL COMPANY is an inte- 

grated company, performing the func- 
tions of producing, refining, transporting, 
and marketing petroleum and its products. 
The marketing department serves consumer 
and industrial markets, both in this country 
and abroad, with a well-established sales 
organization. 

When occasion demands, management 
forms task forces to undertake specific proj- 
ects. These teams consist of company 
personnel who are able by virtue of their 
training and experience to contribute to the 
solution of the problem to be studied. 

Several of the marketing problems 
handled by Operations Research teams fall 
into the classical Operations Research pat- 
tern. One of these problems was the ques- 
tion of where to locate a pipe-line terminal 
to supply ninety-one retail outlets in Michi- 
gan. A mathematical model was constructed 
to represent the distribution costs that 
would be incurred in supplying these service 
stations from any possible terminal loca- 
tion. The method used for determining 
distribution costs was that of measuring 
mileage, weighted by potential gallonage, 


¢ ABOUT THE AUTHOR. The author received his 
Ph.D. degree in marketing from The Ohio State Uni- 
versity in 1947. He has taught at the Pennsylvania 
State University and the Massachusetts Institute of 
Technology, and is currently Manager of the Statisti- 
cal Research Department of Sun Oil Company. 


© JAMES S. CROSS 


An Operations Research task group was assembled at the Sun Oil 
Coens to consider future product policies. Possible courses of action 
© retain the policy of marketing only a single grade of gasoline. 

f To market a regular and a premium grade, similar to competition. 
3) To market three grades of gasoline: regular, premium, and super- 
To continue the “Blue Sunoco” grade, but with an “octane 
concentrate which could be custom blended at the pump to produce a 


This article explains how the group provided management with the 
data necessary to make the decision. 


from each retail outlet to each possible 
terminal location. A system of grid squares 
was superimposed over a map of the area 
studied. 

The question then became: “Which term- 
inal point would minimize distribution 
costs?” Using an electronic computer and 
employing a search technique, or area 
scanning, this point was established; and 
management was given the location of the 
theoretically optimum place to build the 
terminal. 

A recent project arose out of the prob- 
lem of customer delay at service stations. 
This research sought to determine the 
optimum number of service channels that 
should be provided in any given station. A 
service channel requires a car position, a 
pump, and a serviceman. Thus, the num- 
ber of channels limits the number of cars 
that can be simultaneously serviced. 

The penalty for providing too many 
service positions is the loss involved in 
unused investment, or unearned wages. The 
penalty for providing too few service posi- 
tions is the loss of sales due to the fact 
that customers are unwilling to be delayed. 
Since these costs are inverse to each other, 
the optimum solution should balance these 
factors to achieve the most profitable opera- 
tion. 

Empirical studies of service-station oper- 
ations have clearly demonstrated that both 
automobile arrivals and the amount of time 
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that it takes to service an automobile can 
be described by probability distributions. 
This justifies the application of queueing or 
waiting-line theory to a model of service- 
station operations. A model which is adapt- 
able to Sun’s service stations is now being 
constructed. 


THE CUSTOM BLENDING EXPERIMENT 


The most ambitious Operations Research 
effort undertaken by Sun Oil Company was 
that which culminated in the adoption of a 
new gasoline marketing method—the Cus- 
tom Blending System. As early as 1953, the 
executive committee had been concerned 
with the long-range question of whether 
Sun’s traditional marketing policy for 
motor fuel could be maintained in the light 
of then current and possible future market 
developments. The traditional policy had 
been to supply one grade of motor fuel of 
a quality intermediate between regular and 
premium and selling at regular gasoline 
price. This single fuel, branded “Blue 
Sunoco,” was designed to satisfy the anti- 
knock requirements of 90 per cent of the 
ears on the road. The 10 per cent not 
satisfied was composed for the most part 
of the newer, higher-compression models. 

Forecasts of future automobile engines 
indicated that the trend toward higher 
compression ratios would continue. In gen- 
eral, the higher the compression ratio of 
an automobile engine, the higher is its 
octane appetite. This trend, coupled with 
the fact that there would still be older cars 
on the road, pointed to a growing spread in 
octane requirements within the passenger 
car fleet. In 1953 there was a spread of 
about seventeen research octane numbers 
between the lowest and highest requirement 
cars. Today this range has increased to as 
high as twenty-five. It became obvious that 
to follow the single-grade policy would 
commit Sun to marketing a higher and 
higher octane fuel in order to continue to 
satisfy 90 per cent of the drivers on the 
road, 

This policy appeared untenable for sev- 
eral reasons. First, the entire-octane pool 
would have to be elevated. This would 
waste costly octane numbers on the bulk of 
the automotive fleet not requiring extra- 
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ordinarily high quality. Second, the cost of 
raising octanes would become progressively 
more expensive as the octane number was 
increased. In addition, a considerable capi- 
tal investment would be necessary to 
provide the refining facilities to manufac- 
ture the quality fuel required. From a man- 
ufacturing standpoint, it would be difficult 
to absorb the cost of added pool octanes 
within the competitive regular price struc- 
ture. From a marketing point of view, the 
specter of raising the price above competi- 
tion was even less attractive. Finally, 
motivational research suggested that Sun 
would have difficulty in selling to owners of 
new, luxury-model cars, even though the 
bulk of these cars could be satisfied with 
the single grade fuel. 

An Operations Research task force, com- 
posed of social and physical scientists, 
together with operating and administrative 
personnel, was appointed to consider the 
problem of what Sun’s future marketing 
policy should be. 


Possible Courses of Action 


Four possibilities were considered by the 
group: (1) To retain the present policy of 
marketing only a single grade of gasoline. 
(2) To market a regular and a premium 
grade, similar to competition. (3) To mar- 
ket three grades of gasoline: a regular, a 
premium, and a super premium. (4) To 
continue marketing the present “Blue 
Sunoco,” but with an “octane concentrate” 
which could be custom blended at the pump 
to produce a wide range of fuels; this would 
permit the individual motorist to select the 
fuel best fitted to his car. 

The concept of blending motor fuels at 
the pump, first proposed by the Chairman 
of the Board, was entirely new. Before 
this possibility could be considered as a 
realistic possibility, it was first necessary 
to determine whether a workable system 
could be devised. Accordingly, the atten- 
tion of the Operations Research group was 
focused on the engineering aspects of the 
problem. 


Technical Considerations 


The practicability of custom blending 
hinged on two technical questions: (1) 
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Could an octane concentrate be produced 
in sufficient quantity and within a realistic 
cost framework? (2) Could a pump be 
developed that would effectively blend the 
two basic components? 

The concentrate problem was handled by 
a subgroup composed of representatives of 
the Marketing and Research and Engineer- 
ing Departments. Any proposed concentrate 
had to meet several stringent requirements. 
From a marketing point of view, the various 
qualities of fuel resulting from the blending 
process would have to satisfy the operating 
requirements of a wide range of present and 
future automobiles. The concentrate would 
have to possess properties, other than anti- 
knock, which would be compatible with the 
base fuel so that any blend would be con- 
sistent in terms of such qualities as quick 
starting, fast warm-up, and good mileage. 
An additional requirement was to produce 
a concentrate commercially without incur- 
ring prohibitive costs. 

The marketing requirements were met 
and proved out in many tests made on 
special test engines, and on cars under field 
operating conditions. At the same time re- 
fining techniques for producing these con- 
centrates were developed. The economic 
evaluation of any proposed concentrate was 
an interesting Operations Research prob- 
lem in its own right. 

The operation of a refinery consists 
essentially of a flow process in which the 
output of one unit becomes input for other 
units and so on, until finished products are 
withdrawn from the system. Altering the 
operating conditions of any of the units 
thus affects the flows to the other units and 
eventually the product mix. 

It is common to employ a technique called 
refinery simulation. This consists of pro- 
gramming the complex operations of a 
refinery on electronic computers. By supply- 
ing the computer with instructions as to 
the types of feed stock to be run and the 
operating conditions of each unit, it is 
possible to obtain the product output of the 
system. Experiments are conducted by alter- 
ing the “through-put” or operating condi- 
tions or the sequence of unit processing. 

By considering the market value of the 
products together with the operating costs, 
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it is possible to choose an optimum range 
within which the desired product can be 
manufactured. After a considerable amount 
of laboratory, plant, and field research, an 
octane concentrate which satisfied the mar- 
keting and manufacturing requirements 
was developed. 

At the same time another subgroup 
attacked the problem of producing the 
blending pump. As in the octane concentrate 
problem, the group had to “balance” several 
requirements. The pump not only had to 
perform the usual operations of dispensing, 
measuring, and computing, but also had to 
be equipped with a mechanism which would 
accurately apportion two product streams 
so as to produce the exact blend required. 
In addition, it had to lend itself to mass- 
production methods, so that its production 
cost could be kept within reasonable limits. 
Two years of intensive research resulted in 
a pump that accomplished these objectives. 


Measuring Consumer and Competitive Reactions 

After solving these technical problems, 
the task force turned to the question of how 
the motoring public would react to an en- 
tirely new concept in gasoline retailing. 
Since the Custom Blending system was se 
radically different, it was decided that the 
only possible way to evaluate consumer and 
competitive reaction was to perform actual 
tests at service stations. 

Two and ~ne-half years had passed since 
the inception of the project, and the work 
had been carried out with utmost secrecy. 
Only top management and the task-force 
employees had knowledge of the proposed 
changes in marketing policy. Although this 
had the advantage of keeping information 
from competition, there were two disad- 
vantages: the loss of help that could have 
been gained from employees not on the 
task force, and the absence of market in- 
formation. 

An example of the first type of cost 
resulted when the Custom Blending pump 
was demonstrated to the marketing people. 
It soon became evident that the pricing 
mechanism was not flexible enough to 
handle all possible pricing situations. The 
price computer was subsequently redesigned 
to correct this deficiency. However, it was 
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the lack of knowledge as to how the system 
would work in the market that resulted in 
the decision to conduct a pilot test; and 
so the cloak of secrecy was removed. 

Sun’s Southeastern Region, encompassing 
the states of Florida and part of southern 
Georgia, was selected as the site of the 
test for two reasons. First, it was an 
isolated area for the company, with little 
advertising “spill-over” from other Sun 
marketing regions. Second, the resort char- 
acter of the area would expose the Custom 
Blending system to a diverse group of in- 
dividuals and thus secure the reactions of 
consumers driving a wide variety of cars. 

The first phase of the experiment began 
in February, 1956, in Orlando, Florida, and 
was extended throughout the region in June 
of the same year. Competitive reactions to 
the announced Custom Blending system 
were soon apparent. Within a short time 
several competitors were offering three 
grades of gasoline. Others stepped up their 
second grades to “super premium” quality 
and price. 

Reactions of consumers to Custom Blend- 
ing were highly favorable. Paired stations 
were set up, allowing comparisons to be 
made between competitive stations and Sun 
stations with Custom Blending, and between 
competitive stations and Sun stations with- 
out Custom Blending. By observing traffic 
through these paired stations, it was found 
that Custom Blending increased both the 
volume of sales and the proportion of sales 
made to high-priced, high-octane require- 
ment cars at those Sun stations which had 
the new system. 

This case study illustrates an important 
difference between a purely mathematical 
Operations Research approach and one more 
concerned with a dynamic marketing situa- 
tion. When a mathematical model is set 
up, it is possible to perform experiments 
without altering it or the environment 
which it represents. However, once an ex- 
periment is performed on a system which 
operates in a social environment, no matter 
how hard one tries to keep the experiment 
“pure,” the system and the environment in 
which it operates are usually subject to out- 
side influences. 

In the case of Custom Blending, two 
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things happened. First, competitors altered 
their basic marketing strategy, for example, 
by selling three grades, which changed the 
“rules of the game.” Second, they in- 
creased marketing pressure in advertising, 
promotion, and station building. Nonethe- 
less, by careful examination of very small 
markets, it was possible to minimize con- 
siderably the effect of the changed environ- 
ment. 


Evaluation 


The final task of the Operations Research 
group was to evaluate each of the possible 
polices. To accomplish this, a model was 
constructed to evaluate the rate of return 
on investment for a given sales volume for 
each system. 

The problem was stated as follows: Con- 
sider three different alternatives to Sun’s 
traditional single-grade motor fuel system: 

1. Custom Blending. 

2. The two-fuel system. 

3. The three-fuel system. 

For each system, at what point in sales 
volume will additional revenue: 

a. Equal additional costs? 

b. Yield 10, 15, or 20 per cent return on 

investment before taxes? 

Measurements were made on an incre- 
mental basis. That is, the costs, investment, 
and revenue for each system were com- 
pared with the dollar sales that would have 
been generated by the traditional single- 
grade system as it would have been operated 
in the reference year. Only the incremental 
amounts were reported. 

Detailed estimates of the capital require- 
ments and operating costs for each system 
were obtained and substituted in the model. 
The marketing and manufacturing assump- 
tions were varied in order to determine the 
effect of different sets of operating condi- 
tions. For example, separate computations 
were made for a two-fuel system, one as- 
suming a 38-cent retail differential and 
another assuming a 4-cent differential. The 
expected results of a three-fuel system were 
calculated, using varying proportions of 
each grade. For the Custom Blending Sys- 
tem, profitability estimates were made for 
a range of octane-concentrate ratios. 

The final report did not specify an 
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optimum solution, but rather presented 
management with the return on investment 
for each possible course of action, with a 
variety of sales volumes and sets of operat- 
ing conditions. Management decided in 
favor of Custom Blending. 


FINAL CONSIDERATIONS 


Here are some final considerations, de- 
veloped during the course of the work on 
this project. 

1. It is not always possible to construct a 
mathematical model to represent the 
system under study. 

2. At almost every point there are conflicts 
of interest among functional units of a 
system. These should not be suppressed, 
but rather balanced so that an optimum 
solution for the entire system is 
achieved. 

3. It may not be possible to supply an 
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optimum solution because one or more 
of the essential variables of the system 
cannot be evaluated objectively. Under 
such conditions a plausible range of 
values may be stated. Within this 
framework possible values can be speci- 
fied. The decision maker may then exer- 
cise his subjective judgment as to 
which is the most probable value, and 
the solution follows from this selection. 


. Provision should be made to cope with 


possible changes in conditions that may 
arise from conducting experiments in 
the market. 


. If it is desired to maintain a high degree 


of security over the research operation, 
the advantages and disadvantages of 
doing so should be carefully weighed. 


. Final decisions should not be made by 


the Operations Research team, but 
rather by management. 
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Which Automobiles 


Will Be Here Tomorrow? 


© ROBERT J. HOLLOWAY 


New brands of automobiles are being introduced today at a faster 
rate than at any time in the last quarter century. 
The automobile market is an attractive one in terms of dollars and 


units, but which brands will hold a profitable share of the market? 


1960 the 180 millionth auto- 
mobile produced in the United States 
rolled off the assembly lines. This repre- 
sents approximately $156 billion of auto- 
mobiles, unadjusted wholesale value.! There 
are more passenger cars registered in the 
United States than there are telephones in 
the Bell System, extensions included. 

Despite these impressive figures, Detroit 
has been almost frantic in its desire to 
provide “something for everybody.”2 More 
new brands were introduced during 1960 
than in any year since 1922. 

But will the Comet, Corvair, Falcon, 
Lark, and Valiant be remembered longer 
than the Bay State, Gray, Jewett, Ricken- 
backer, and the Star, all of which were 
introduced in 1922? Will plans for the 1961 
Cardinal, F-85, Lancer, Special, and the 


“Automobile Facts and Figures,” Automo- 
bile Manufacturers Association, Detroit, 
1959-60, p. 3. 

“End of the Annual Style Change?” Busi- 
ness Week, No. 1,603 (May 21, 1960). pp. 
30-31. 
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fessor of Marketing at the University of Minnesota. 
Currently serving as Vice-President Elect of the Mar- 
keting Education Division of the American Marketing 
Association, he formerly served as Chairman of the 
Section on the Teaching of Marketing. During 1959-60 
he was President of the Minnesota AMA Chapter. 

Dr. Holloway has contributed articles to the JOUR- 
NAL OF MARKETING, the University of Minnesota 
“Business News Notes,” the “Harvard Business Review,” 
and other journals. 

His undergraduate degree was from the University 
of lowa, and his Ph.D. from Stanford University. Since 
1950, except for 1955-1956 when he was a Visiting 
Professor at the University of the Philippines, he has 
been at Minnesota. 


Tempest prove successful in capturing pro- 
fitable shares of the large but elusive auto- 
mobile market? Accurate predictions of 
consumer buying behavior are not easily 
made. Even with engines, the “car man- 
ufacturers were taken by surprise by the 
suddenness of the switch in public prefer- 
ence,’’3 

Today there are twenty-three brands 
fighting for a market which amounted to 
7,920,000 units in 1955. By contrast, in 
1920 there were sixty-one brands competing 
for a 2,000,000-unit market. 

Still, the consumer today may be con- 
fused by the multiplicity of domestic and 
foreign brands. During our automotive his- 
tory, there have been approximately 2,750 
brands of automobiles sold in the United 
States. At least one brand has originated 
in each of thirty-seven different states, 
although the five states of Michigan, Ohio, 
New York, Illinois, and Indiana have ac- 
counted for 40 per cent of the brands pro- 
duced in the United States. 

Most of the early brands were introduced 
when financial requirements were relatively 
modest. Maxwell-Briscoe was operating in 
1904 at a production rate of “not less than 
two per day” with a capitalization of $875,- 
000.6 By contrast, George Romney, Chair- 


*Wall Street Journal (June 15, 1960), p. 1. 

“‘Roll Call of 2,726 Automobiles Sold in the 
United States During the Past 50 Years or 
More,” (Saturday Evening Post, 1952). 

°G. R. Doyle, The World’s Automobiles, 1880- 
1955 (London: Temple Press, Ltd., (1957), p. 
21. 

‘John B. Rae, American Automobile Manu- 
facturers (New York: Chilton Company, 1959), 
p. 54. 
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man and President of American Motors, 
said in 1958 that it would require $576 
million for a new company to break into 
the market with 250,000 units.? 

Although forty-four new brands of auto- 
mobiles entered the market during the 1920- 
1960 period, there has been a steady diminu- 
tion in the number of brands; during this 
same period, eighty-six brands were with- 
drawn. 

Today five firms are producing nineteen 
brands. Some of these have survived de- 
pressions, wars, and changes in consumer 
buying preferences, and in that sense can 
be considered the “survival of the fittest.” 
However, age of a brand is not a guarantee 
of continued success. A matching of the 
ages of today’s nineteen brands with the 
ages of selected brands withdrawn during 
the last forty years demonstrates the point. 
See Table 1. The brands selected were on 
the market the longest of any of the eighty- 
six brands withdrawn during the 1920-1960 
period. 

The various reasons for withdrawing a 
brand have included trading down (Pack- 
ard), design (Franklin), timing of intro- 
ductions (Cord and Edsel), price selection 
(Marmon), retail outlet selection (All 
State), and intra-firm competition (La 
Salle). 

Successes and failures continue. A 
Rambler “catches on,” as it goes from 


"United States Senate, Administered Prices 
(Subcommittee on Antitrust and Monopoly, 
1958), Appendix, p. 3809. 
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TABLE 1 
AGE COMPARISON BETWEEN EXISTING BRANDS 
OF AUTOMOBILES AND SELECTED WITHDRAWALS 
1920 To 1960 


Existing Brands— 


Years of Age, 1960 


Selected With- 


drawals— 


Time of Withdrawal 


Years of Age at 
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1. Oldsmobile 64 59 Packard 

2. Studebaker 58 49 Hudson 

3. Cadillac 57 40 Nash 

4. Buick 57 38 Auburn 

5. Ford 57 387 Pierce Arrow 
6. Chevrolet 49 33 Franklin 

7. Dodge 46 32 Hupmobile 

8. Lincoln 40 32 Reo 

9. Chrysler 387 32 Peerless 

10. Pontiac 35 31 Marmon 

11. DeSoto 84 31 Willys Overland 
12. Plymouth 33 31 Stearns Knight 
13. Mercury 23 30 Locomobile 

14. Rambler 11 27 Haynes 

15. Imperial 4 27 Winton 

16. Comet 1 25 Moon 

17. Corvair 1 25 Oakland 

18. Faleon 1 24 Stutz 

19. Valiant 1 24 Kissel 


21,674 units in 1950 to 401,422 in 1959. 
An Edsel fails to “hit,” as it tries to carve 
out a market in a price bracket which 
slipped from 2 million units in 1955 (Buick, 
Oldsmobile, and Pontiac only included), to 
790,000 units in 1958. A Buick has its “ups 
and downs” as it attains first place (back 
in 1908); holds third place in 1954, 1955, 
and 1956; and then slips to eighth place in 
1960. 
Which brands will be here tomorrow? 


Attention Communists Everywhere! 

Wisdom is the fruit of a balanced development. It is this bal- 
anced growth of individuality which it should be the aim of 
education to secure. The most useful discoveries for the im- 
mediate future would concern the furtherance of this aim with- 
out detriment to the necessary intellectual professionalism. 


—Alfred North Whithead, The Aims of 
Education (New York: Macmillan Co., 
1929), p. 321. 
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A Revised Concept of the 
Consumer’s Co-operative 


HAT ARE some of the socio-economic 

and patronage characteristics of the 
membership of a modern, large-scale con- 
sumers’ co-operative? 

We have adequate data concerning the 
status of co-operative retailing, some recent 
historical literature, and a wealth of philo- 
sophical and pseudo-political material that 
dates back to the early 1900s. However, we 
know next to nothing about the kind of indi- 
viduals and families that may be labeled as 
“co-operators.” 

This general lack of knowledge stems 
from several roots. Although in certain 
western European countries consumer co- 
operation constitutes a dominant form of 
retail organization, it is relatively unimpor- 
tant in the United States. Second, since 
many customers are also owners and con- 
stitute top management, co-operative man- 
agers may feel less impelled to study their 
customers than are proprietary or chain- 
store operators. Local boards of directors 
usually exercise considerable influence over 
merchandise policy and store operations, 
but without benefit of much basic knowledge 


MARTIN L. BELL 


The usually accepted concept of consumer co-operators as penny- 
pinching, radically-minded citizens is challenged by the author. 

The concept is developed that the modern, urban co-operative move- 
ment in the United States is largely a special aspect of the consumer 
orientation of our economy, not just a surviving remnant of the dismal 
economic conditions of the late nineteenth century. 


* ABOUT THE AUTHOR. Martin L. Bell {Ph.D., Uni- 
versity of Pennsylvania, 1956), Associate Professor of 
Marketing at the Graduate School of Business Ad- 
ministration, Washington University, St. Louis, Mis- 
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membership was undertaken for the Edward A. Filene 
Good Will Fund. 

Dr. Bell is presently writing a management history 
of the Pet Milk Company. He is author of the sec- 
tion on “Marketing Costs and Efficiency” in a forth- 
coming marketing textbook to be published by the 
Pitman Publishing Company. 


of the store’s market. Third, although the 
caliber of store management undoubtedly 
has improved in recent years, there exists a 
strong possibility that managers and di- 
rectors of co-operatives are not aware of 
the benefits that a better understanding of 
the co-operative members would bring. 
Without an awareness of the need for bet- 
ter marketing information, there is virtu- 
ally no stimulation for developing the need- 
ed facts. *F 
A number of erroneous assumptions about 
the “typical” co-operator continue to per- 
sist. For instance, the co-operator is fre- 
quently visualized as a modest-income, in- 
tensely loyal, and perhaps radically-minded 
individual. Although people of this ilk can 
be found in all co-operatives, they are not 
representative of all urban co-operators, as 
the research for this article shows. 
However, notwithstanding the relative 
unimportance of co-operation generally, the 
potential strength of the co-op movement 
is considerable. The survival and expansion 
of voluntary associations among grocers 
and other retailers and the importance of 
mutual-type companies in banking, invest- 
ment, and insurance illustrate that our so- 
ciety is not far divorced from formal co- 
operation. In fact, the future growth of 
consumer co-operation might well be in- 
sured by finding its similarities to other 
associative activities, rather than in em- 
phasizing its historical differences. 


BACKGROUND 

What is a co-operator? What kinds of 
families participate in co-operative activi- 
ties? Are they the poor, downtrodden sur- 
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TABLE 1 
COMPARISON OF ANNUAL HOUSEHOLD INCOME OF HOUSEHOLDS BELONGING TO 
CDC Co-OpeRATIVeE DEPARTMENT STORES AND OF ALL FAMILIES IN 
PROVIDENCE, RHODE ISLAND, AND ARLINGTON COUNTY, VIRGINIA®* 


Households Belonging to CDC 


Cooperative Department Stores 


All Families 


Arlington 
County, Va. 


Providence, R. I. 


Arlington 


Providence, R. I. County, Va. 


Income 


Less than $2,500 
$2,500-$4,999 
$5,000-$9,999 
$10,000 and over 
No answer 


218 
Median $7,429 


1.7 
3.9 
5.5 
2 
6 


4 
5 
100.0 


*The data are not strictly comparable. The CDC data cover households belonging to the 


co-operatives, and the Census data refer to all families. CDC 


figures cover households belong- 


ing to the respective stores regardless of location, although most members were concentrated 
in the areas mentioned. Census data include the Standard Metropolitan Area of Providence 
and of Arlington County, Virginia; these are assumed to parallel most closely the market areas 
of the respective CDC stores. CDC data refer to the year when the family member joined the 
co-operative (around 1948); and Census data are for .1950. 


vivors of the industrial revolution, as we 
picture the Rochdale pioneers? Are they 
the blue-collar families, with half a dozen 
children each, forced to any and all avenues 
of financial relief? Or, on the other hand, 
is the co-operator a radically-minded en- 
thusiast who champions the co-operative in 
his crusade against capitalism? Is he the 
almost fanatically loyal “joiner” of side- 
track liberal movements? Is the typical 
co-op member the college professor, the gov- 
ernment clerk, the trade unionist? 

This report, which sets forth some an- 
swers to these questions, constitutes only 
one phase of an extensive study of one of 
the largest experiments in consumer co- 
operation ever attempted. This was the ef- 
fort of the Consumer Distribution Corpora- 
tion to organize and operate a chain of 
“junior” department stores during the late 
1940s. Briefly, CDC invested more than a 
million dollars in the erection of two 
medium-sized department stores. Stock- 
holding memberships in the individual 
stores were sold to the public. Neither store 
prospered, and both were eventually closed. 
The study of the co-operatives’ memberships 
was instituted in connection with a larger 
project designed to identify the reasons for 
failure.* 


Three inherent limitations should be 
noted. First, these findings apply only to 
the membership of the two co-operative de- 
partment stores opened by CDC. Second, 
the CDC stores had very limited success in 
marketing membership shares. Third, most 
of the findings are based on the results of 
mail questionnaires, although a considerable 
number of personal interviews were con- 
ducted in the course of the study. Some bias 
limitations inherent in the mail response 
sample must be recognized, although their 
magnitude cannot be measured. 


A PROFILE OF THE “CO-OPERATOR” 


The urban residents who participated in 
the CDC venture were more typical of the 
general population than one might suppose. 
Table 1 presents a distribution of family 
income for stockholders of the two stores. 


*A full treatment of this venture, including 
the role of its originator, Edward A. Filene, 
may be found in Martin L. Bell, The Co-opera- 
tive Department Store, an unpublished disser- 
tation in Economics, University of Pennsylva- 
nia, 1956. A shorter version is found in Mar- 
tin L. Bell, “The Co-operative Department 
Store: Outgrowth of Filene’s Marketing 
Thought,” Journal of Retailing, Volume 34 
(Summer and Fall, 1958), pp. 82-89 and 
154-174. 


= 
No. % No. % No. % No. % 
22 108 3 14 594 3 3.5 9.9 
a 102 50.0 88 17.4 82.3 4 12.0 34.0 
e 57 27.9 140 64.2 29.1 1 15.0 42.5 
e 15 1.4 33 15.2 4.5 2.6 1.4 
8 3.9 4 1.8 12.1 2.2 6.2 
100.0 187.4 85.3 100.0 
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TABLE 2 


COMPARISON OF OCCUPATIONS OF HEADS OF HOUSEHOLD BELONGING TO 
CDC Co-OPpERATIVE DEPARTMENT STORES AND OF GAINFULLY EMPLOYED 


MALES IN PROVIDENCE, RHODE ISLAND, AND ARLINGTON COUNTY, VIRGINIA® 


Heads of Households Belonging 
to CDC Cooperative Dept. Stores 


Gainfully Employed Males 


Arlington Arlington 
Providence, R. I County, Va. Providence, R. I. County, Va. 
No. % No. % No. % No. % 
Occupation (1,000) (1,000) 
Government 
(including 
military) 9 44 96 44.0 —?> _ — —_ 
Professional 43 21.1 58 26.6 13.3 6.9 9.3 27.6 
Managerial 29 14.2 23 10.6 23.0 12.0 4.6 13.7 
Clerical 17 8.3 16 7.3 13.4 7.0 5.8 17.1 
Sales 8 3.9 7 3.2 13.7 TA 2.8 8.3 
Skilled workers 34 16.7 6 2.8 43.4 22.6 5.7 17.2 
Semi-skilled and 
unskilled 
workers 42 20.6 — _ 68.5 35.7 3.3 9.8 
Other 12 5.9 | 3.2 14.9 78 1.7 5.1 
No answer 10 4.9 5 3 1. 0.9 4 1.2 


204 190.0 218 


*The data are not strictly comparable, for essentially the same reasons given below Table 1. 
>Census classifications do not separate government workers. The percentage of gainfully 
employed males who worked for the government in all classifications in 1950 was 7.1 for Pro- 


vidence and 36.0 for Arlington County. 


Few could reasonably be called low-income, 
receiving less than $2,500 a year. Approxi- 
mately 80 per cent were middle income and 
in Arlington County, Virgina, almost two- 
thirds of these membership-holding house- 
holds received more than $5,000. Clearly 
the organizational backbone of the CDC 
stores was to be found in the middie-income 
group and not in the lowest, as one might 
suppose. 

An occupational analysis is somewhat 
clouded because of the very different com- 
munities in which the stores existed. Table 
2 shows the occupational distribution of the 
heads of households holding stock in the 
CDC stores and compares these data with 
occupations of gainfully-employed males in 
the same markets. The suburban Washing- 
ton, D.C., location in Arlington County ex- 
plains the relatively heavy incidence of gov- 
ernment workers. This is balanced in part 
by the heavy occurrence of skilled, semi- 
skilled, and unskilled workers in highly in- 
dustrialized Providence. These local occu- 
pational characteristics serve to support the 
conclusion that co-operative membership 
tends to be patterned after the existing 
socio-economic structure, rather than to 


skim the cream from one or two particular 
groups. 

Is the co-operetor an “egghead”? Only 
1.2 per cent of the responding households 
had family members who had four or more 
years of college. More than half had no 
menibers who had started college. On the 
basis of higher education, an interest in 
consumer co-operation does not seem to 
stem from advanced study in the social sci- 
ences. 

Families that participated in the CDC 
stores were apparently rather typical of 
American society. Over half had no chil- 
dren under 18, and only 9.7 per cent had 
more than two children. There is no evi- 
dence in family-size statistics that any im- 
portant number of families turned to a 
general merchandise co-op because of the 
pressure that numerous dependents put on 
the family budget. 

Observing thus that there is little that is 
especially important that set these co-oper- 
ators out from the general public, why did 
this particular group of individuals invest 
in the CDC co-ops? From Table 3, as might 
be expected, we see that most members 
(42.2 per cent) reported that they joined 
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because they “believed in the co-operative 
form of business organization.” Seven out 
of ten mentioned this reason, and it was the 
most important reason for more than 40 per 
cent. Evidence that these data tend to over- 
emphasize this reason is that less than one- 
fourth of the members had previously par- 
ticipated in a co-operative, although such 
stores had existed in both areas. As an- 
other report on the financial aspects of the 
CDC program points out, the purchase of 
co-operative stock by interested persons 
quickly proved to be a very poor investment. 
Personal discussions with respondents sup- 
ported the contention that “belief in co- 
operation” was a less embarrassing re- 
sponse than to credit an investment motive 
for participation. 

Twenty-eight per cent of the responding 
shareholders reported that the most impor- 
tant reason they purchased stock was that 
they considered it an investment from 
which they expected to earn a modest but 
sure rate of return. Over three-fourths 
mentioned this investment motive, among 
other reasons, as explaining participation. 
One may well ask, “Why this obviously 
‘capitalistic’ appeal in a consumer-owned 
business?” The answer is that the stock 
was heavily promoted as an investment op- 
portunity, and a considerable number of 
members may have joined the co-operative 
for no other reason or even in spite of other 
arguments against it. It is also probable 
that the modern American co-op member 
has no deep prejudices against the rewards 
to capital. 

A third possible motive for affiliation may 
have been the desire to save money on pur- 
chases at the co-operative. Over 42 per cent 
did mention this as a factor, but only about 
10 per cent maintained it was the most 
important reason. As it turned out, the 
stores’ prices were considered high: no mer- 
chandising profits were made; and no pat- 
ronage dividends declared. It is possible 
that this record made members reluctant to 
report that originally they had joined “to 
save money.” 

Thus, only slightly more members pur- 
chased stock “because they believed in co- 
operation” than joined for investment pur- 
poses. The affluence of the modern urban 
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TABLE 3 


SHAREHOLDERS REASONS FOR BUYING 
Stock In CDC DEPARTMENT STORES 


Most 
Mentioned Important 


No. % No. % 


Belief in the co- 

operative 

method of 

business 

organization 302 71.3 178 42.2 
Desire to invest 

savings ata 

reasonable rate 

of return 3824 768 118 28.0 
Desire to save 

money on de- 


partment store 
purchases 179 42.2 42 9.9 
Other 95 22.5 35 8.3 
No response _- — 49 11.6 
900 * 422 100.0 


*Does not add to 100.0 per cent because of 
more than one mention. 
co-operator seems to cast him in an entirely 
different “co-operator’s” role than might 
have been expected. 

How loyal is the co-op member to “his” 
store? Not very—at least for the CDC 
stores. About 14 per cent never shopped at 
their co-op, and almost two-thirds of the 
shareholders purchased less than 25 per 
cent of their department-store merchandise 
there. 

Moreover, there was very little strong 
co-operative loyalty by CDC store members 
toward the co-op markets in the two areas. 
Only about one-fourth of the shareholders 
purchased as much as 25 per cent of their 
groceries at a co-operative market. The co- 
operator is not a “captive customer” in the 
urban retail market place. 


The modern urban co-operator differs 
from other consumers principally in that he 
has belonged to a consumers’ co-operative. 
There is little to be seen in the profile of 
the modern co-operator to indicate why he 
“joined up.” The co-operator seems to be 
quite a “normal” consumer. In fact, the 
co-operative shareholders found exactly the 
same faults with their own store that non- 
co-op patrons see in theirs—poor selections, 
high prices, poor service, inconvenient park- 


ing, etc. 
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Does this imply that the modern urban 
co-operative movement in the United States 
is mainly a special aspect of the consumer 
orientation of our economy? Certainly it is 
more formally organized and frequently 
more articulate than other elements of con- 
sumer society. However, these distinctions 
are superficial, and the conclusion appears 
correct. 

In view of this conclusion, there are three 
implications for marketing: (1) for the 
co-operative movement itself, (2) for mar- 
keting management, and (3) for marketing 
theory. 


Implications for the Co-operative Movement 

The first lesson this study has for the 
co-operative movement is the importance of 
better knowledge about the market for its 
particular “bundle of goods and social serv- 
ices.” To learn precisely the satisfactions 
that its members seek is the first step in 
building a successful co-operative, just as 
in building any successful enterprise. The 
fact that this research indicates no special 
departure in the characteristics of the co- 
operator adds weight to the argument for 
a good “marketing approach” to the plan- 
ning and operating of a co-operative store. 

Also, the modern urban co-operator de- 
mands that his store be on a competitive 
par with other stores. The goods must be 
satisfactory and fairly priced. The store 
must be conveniently located. It should ad- 
vertise and “compete” in other ways for its 
members’ trade. The second lesson to co- 
operative management is the necessity of 
being both good merchants and good co- 
operative leaders. 


Implications for Marketing Management 


The CDC stores failed as stores, and not 
solely as co-operatives. The margin of fail- 
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ure was narrow enough that even modest 
increases in volume and gross margin would 
have meant survival. To the “capitalist” 
competitor who views the competition of 
co-operatives with alarm, this particular 
failure should hold little consolation. 

The lesson of the CDC failure is this: 
does the average retailer know any more, 
or even as much, about his customers and 
potential customers than did the Consumer 
Distribuiion Corporation. In general, the 
answer is “No.” No area of marketing 
management is more subject to hunch, ex- 
perience, and intuition than retailing. The 
moral of “The Case of the Collapsing Co- 
ops” is the importance of foreknowledge in 
the planning and operation of any retail 
establishment. 


Implications for Marketing Theory 


If consumer co-operation in its modern, 
urban form is essentially a formalized 
manifestation of an underlying consumer 
consciousness, then consumer co-operation 
is less of an institutional oddity than a 
symptom of the irresistible tendency of 
consumers to make themselves heard. 

Associative or mutual-type group behav- 
ior is not restricted to consumer-goods mar- 
keting. Banking, insurance, farming, hous- 
ing, and recreation have well-established 
mutual or co-operative elements. Such ac- 
tivities have succeeded principally because 
of real services rendered, not because of 
political or philosophical overtones. 

Our concept of consumer co-operation has 
been dominated for too long by its historical 
development. A revised concept of it as a 
special aspect of today’s consumer-oriented 
marketing system is indicated. It is the 
responsibility of the theorist to embrace 
this concept within his explanation of mar- 


keting. 
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sources on marketing. 


N RECENT YEARS the number of mar- 

keting studies and reports has grown 
enormously. However, many marketing 
specialists have been working without access 
to much of the recorded experience and 
analysis that would be useful to them, par- 
ticularly from countries other than their 
own. 

Specialized research and instruction in 
marketing developed first and most rapidly 
in the United States. Because of the abun- 
dance of American publications, there has 
been some tendency for workers in market- 
ing to give only cursory attention to other 
sources. The main obstacle, however, has 
probably been that of ascertaining what 
other material there is and where it can be 
found. 


LITERATURE ON MARKETING IN OTHER COUNTRIES 


Generous provision of private and public 
funds has stimulated a steady expansion of 
the volume of publications on marketing 
outside of North America. A number oj 
texts on marketing have been published in 
the United Kingdom, Germany, and other 


* ABOUT THE AUTHOR. Engaged first on market- 
ing research and advisory work at the Agricultural 
Economics Research Institute, Oxford, and then at 
the University of California, John .C. Abbott is now 
Chief of the Marketing Branch of the Food and 
Agriculture Organization of the United Nations. 

The author received his M.A. from Cambridge 
University (England) and his Ph.D. from the Univer- 
sity of California, Berkeley. He is author of “Market- 
ing Problems and Improvement Programs” (Rome; 
FAO, 1958) which refers specifically to conditions in 
Latin America, the Near East and Mediterranean 
countries, Africa, and South East Asia. 


Information Sources on 
Foreign Marketing 


JOHN C. ABBOTT 
The Chief of the Marketing Branch of the Food and Agriculture 


Organization, United Nations, reviews the main international reference 


The need for a new marketing bibliographical service is indicated. 
The help of foundations, marketing authorities, and teachers is enlisted 
in bringing together in one convenient volume basic data on publica- 
tions of major international interest. 


countries. Consumer research and opinion 
sampling agencies are active in most Euro- 
pean countries. There is a European Society 
for Opinion Surveys and Market Research, 
and several national professional organiza- 
tions of which the Associazione Italiana per 
gli Studi di Mercato is one example. Con- 
ferences are held at regular intervals and 
their proceedings published. There are pe- 
riodicals devoted specifically to marketing— 
Vendre (Paris), Det Danske Marked (Cop- 
enhagen), Studi det Mercato (Rome), to 
mention a few concerned specifically with 
marketing research—and many others with 
a broad economic or specialized interest. 

The effectiveness of advertising tech- 
niques in different national, regional, and 
social environments has been subjected to 
informed analysis. Enterprises offering to 
undertake socio-psychological studies are 
now numerous in Europe, and an Institute 
for Motivational Research has been set up 
in Paris. 

The structure of distribution is another 
major theme inspiring continuing review 
and analysis. There is a general awareness 
of the trend from small-scale retailing nar- 
rowly specialized by commodity to larger- 
scale enterprises operating their own cen- 
tralized buying departments. Corresponding 
interest has been evinced in the appraisal 
of such developments in different countries 
under varying economic, institutional, and 
social environments. 

Reports on projects such as the establish- 
ment of a supermarket in Teheran in asso- 
ciation with concepts quite different from 
those familiar in North America, merit 
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wide attention as a contribution of experi- 
ence to the planning of similar schemes 
under parallel conditions elsewhere. Anal- 
yses of the feasibility of shifting to self- 
service retail sales methods in different 
countries are now common. The series “Self- 
service: le pour et le contre” which reviewed 
experience in the Netherlands, Austria, 
Luxembourg, Norway, Sweden, Italy, and 
Spain in the July to October issues of 
Quincailler Belge is one example. 

Public production, trade, and consumption 
surveys and other data constitute valuable 
sources of marketing information. The 
broadening of the scope of governmental 
intervention in marketing, calling for de- 
tailed legislation, is another source of pub- 
lication, together with the activities of 
planning and development agencies. Pub- 
licly authorized marketing boards are also 
becoming more numerous. 


Marketing Studies 


As the need for systematic study and 
investigation of marketing organization and 


procedure is recognized, more and more 
European universities and research insti- 
tutes are undertaking marketing work. The 
European Productivity Agency of the Or- 
ganization for European Economic Co-oper- 
ation now allocates a substantial portion of 
its budget to marketing improvement proj- 
ects; its activities are only one additional 
stimulus to European research and teach- 
ing institutions to concentrate more spe- 
cifically on marketing. 

Marketing survey and research activities 
are apparent in many other parts of the 
world. The Directorate of Marketing and 
Inspection of the Government of India, for 
example, has published over seventy reports 
on the marketing of food and agricultural 
commodities. Most provide detailed infor- 
mation on supply and utilization patterns; 
market preparation; storage and transport 
methods; assembly and distribution chan- 
nels and practices; weights, measures and 
grades in common use; and prices at differ- 
ent stages of marketing. Marketing inves- 
tigations have been going on for some time 
in the Philippines where studies like “Con- 
sumers’ preferences and retail purchases of 
poultry and eggs: 300 households in Naga 


City” are published. A number of reports 
on marketing in Japan, such as “Marketing 
in Japan’s Tron and Steel Industry: 1959,” 
prepared by the Iron and Steel Market Re- 
search Specialists team, are also being is- 
sued in English by the Japan Productivity 
Center. 

Publications on marketing in certain 
parts of Africa are now forthcoming. A 
paper on the “Distributive trades of South- 
ern Rhodesia” appeared in the South Afri- 
can Journal of Economics in 1953. Access 
may also be obtained to reports on “African 
consumers in Nyasaland and Tanganyika” 
(H.M.S.0. London), and on “Consumption 
patterns in Tanganyika” (East African 
Statistical Department, Nairobi). Close con- 
tact with current economic and trading 
conditions in the different African terri- 
tories may be maintained through regular 
periodicals such as the Overseas Review 
published by Barclays Bank, London, and 
the Statistical and Economic Review of the 
United Africa Company. 

There is a professorship of marketing at 
the National University of Caracas, Ven- 
ezuela; and a number of books and papers 
on marketing in that country are available 
for study. Articles on marketing organiza- 
tion and methods, and on pricing proce- 
dures, etc., in the East European countries 
and the U.S.S.R. have also been published 
both in the national languages and in Eng- 
lish translations. 

Valuable information on marketing areas 
and channels, consumer preferences, devel- 
opment activities, and government policies 
affecting marketing are also to be found in 
U.S. government publications, such as the 
World Trade Information Service Economic 
Reports of the U.S. Department of Com- 
merce. 


International Marketing Advisory Services 


The extent of direct international mar- 
keting advisory activity is not always real- 
ized. For example, in 1958 the Food and 
Agriculture Organization (E.A.0.) of the 
United Nations had some twenty specialists 
working directly with government depart- 
ments and began publication of a series of 
guides on marketing in the less developed 
countries. More than thirty-five papers on 
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marketing topics were presented at a meet- 
ing of specialists from Asian countries held 
at Delhi in April-May, 1959, under the 
sponsorship of FAO and the U.N. Economic 
Commission for Asia and the Far East. 
Mimeographed copies may be obtained from 
F.A.0., Rome. With the activities of the 
U.S. International Co-operation Adminis- 
tration, the Colombo Plan, the Ford and 
Rockefeller Foundations, and other agen- 
cies, the output of studies and reports on 
marketing in the economically less advanced 
parts of the world is substantial. 


PROBLEMS IN LOCATING FOREIGN SOURCES 


The steady intensification of international 
marketing activity through commercial en- 
terprise, technical assistance, and educa- 
tional exchanges means that the subject 
matter of interest to marketing specialists 
is not limited to that of the individual coun- 
try with which a particular worker is con- 
cerned. In many cases there may be much 
more to learn from experience in other 
areas subject to comparable conditions, op- 
portunities, and problems. However, there 
are difficulties in ascertaining where such 
information can be found. 

It is the function of bibliographical, ab- 
stracting, and reviewing services to help 
users find information. Unfortunately sys- 
tematic bibliographies of publications on 
the broad field of marketing in countries 
outside the U.S.A. are difficult to find or 
use. There is nothing comparable to Rev- 
zan’s Comprehensive Classified Marketing 
Bibliography of American sources. 

For marketing related to food and agri- 
culture, the U.S. Department of Agricul- 
ture’s Bibliography of Agriculture affords 
a comprehensive, continuous coverage of 
publications in a large number of countries. 
However, because of its scale and the range 
of topics covered, it is inconvenient to han- 
dle. Its lack of selectivity leaves the reader 
too large a number of titles from which to 
choose. He must still rely on his own judg- 
ment in selecting from a list that ranges 
from popular articles in farmers’ periodi- 
cals to careful academic studies. 

Due to the mounting volume of printed 
material, most marketing men are probably 
willing to reconcile themselves to an in- 
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formed selection. Of the selective bibliog- 
raphies available, that contained in Market 
Research Methods in Europe, published by 
the European Productivity Agency, gives a 
convenient coverage of European literature 
on the “fundamentals, methods and proce- 
dure of market and marketing research” up 
to 1954-1955. 

Statistical Sources for Market Research, 
published by the Market Research Society, 
London, 1957, is a compact survey of 
sources of statistical information relating 
to the economy of the United Kingdom. It 
includes both general references and special 
studies on population, the distribution of 
manpower by occupation, output in the main 
industries, the distributive and export 
trades, etc. 

Reference can also be made to bibliog- 
raphies such as the Bibliographie der 
Marktforschung, Hamburg, Hamburgisches 
Welt-Wirtschafts-Archiv (1953). Here the 
ability and willingness of the average mar- 
keting worker to find his way through a 
foreign language publication becomes an 
important consideration. Many more would 
probably do this if assured that it contained 
information directly relevant to their inter- 
ests. Access to a bibliography with English 
translations of the titles, and notes on the 
contents and character of the most impor- 
tant works, together with the essential ar- 
guments and criticism, would be a great 
encouragement to North American readers 
in exploring the literature of other coun- 
tries. Such a guide would also be appreci- 
ated as an aid in deciding whether to order 
a book or photocopies from a distant library 
or another country. 

Inclusion of the most important recent 
publications is essential in a bibliography. 
While older material may reflect the main 
body of experience and analysis on a sub- 
ject, an investigator approaching it for the 
first time is left uncertain as to whether 
recent work has introduced new ideas and 
methodologies. This uncertainty is espe- 
cially disconcerting to those responsible for 
current advice to operational marketing or- 
ganizations. The time required to compile 
information and issue it to readers neces- 
sarily entails delay, but marketing bibliog- 
raphies without supplementation are espe- 
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cially subject to criticism on this ground, 
since they deal with a subject on which the 
interaction of commercial practice and in- 
formed analysis is continuous. 


Periodical Sources 


For many marketing workers the reviews, 
booklists, and notes in professional journals 
constitute the most effective source of in- 
formation on recent publications in other 
countries. The JOURNAL OF MARKETING has 
done much to promote 4 greater awareness 
of marketing work outside the United States 
both by publishing original papers on mar- 
keting in other countries, and by devoting 
part of the section on Marketing Articles 
in Review to foreign marketing. Most issues 
also contain some fairly detailed reviews of 
marketing books published in other coun- 
tries. 

Marketing publications are also noted in 
some more general source series. Economic 
Abstracts, for example, published in Eng- 
lish in the Netherlands, contains short sum- 
maries of publications issued during the 
previous three months and includes “mar- 
kets,” “market research, persuasion,” 
“trade, commerce, communications,” “price 
and value, costs” among the topics covered. 

These services are necessarily limited. 
Articles in other journals may not be in- 
cluded, for instance; official publications are 
rarely fully covered, yet constitute an im- 
portant body of literature. A practical diffi- 
culty in ascertaining the material available 
on a particular country or topic is the need 
to look through a large number of succes- 
sive issues. For efficient reference, these 
notes and reviews must be cut out and 
classified when they appear. 

Specialized bibliographical services which 
classify and comment on relevant publica- 
tions, and keep their lists up to date by 
issuing periodic supplements, probably come 
nearest to meeting the active worker’s re- 
quirements. International Marketing, pub- 
lished in France, recognizes this need and 
issues an annual bibliographical supplement. 
The Bibliography of the Chamber of Com- 
merce, Paris, issues monthly check sheets 
which note publications received by its 
library both from French and other sources. 
A detailed system of classification is used, 
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with headings such as “sales organization” 
and subheadings such as “purchasing and 
sales policy, stocks and inventories, market 
studies, consumer presentation, packaging.” 
Similar listings may be found in some other 
countries. 

The demand for a convenient bibliograph- 
ical service covering the broad international 
field has still to be met. The Food and 
Agriculture Organization receives many re- 
quests for details of publications on market- 
ing. The decision of the American Mar- 
keting Association in 1956 to establish a 
Committee to prepare a bibliography of 
publications in English on marketing in 
countries other than the United States, 
Canada, and the United Kingdom, is further 
recognition of American marketing work- 
ers’ need for closer contact with the litera- 
ture on marketing under different social 
and economic settings. 

This bibliography is being compiled by 
Professor Donald F. Mulvihill, School of 
Commerce and Business Administration, 
University of Alabama, with the aid of 
American scholars and marketing men who 
have had experience in other countries. So 
far, some 600 references to books, articles, 
and statistical sources have been assembled. 


INTERNATIONAL MARKETING BIBLIOGRAPHY 


A bibliographical service can probably be 
furnished most easily and at least cost by 
an agency which can carry this task along 
with other activities, and obtain the co-oper- 
ation of interested official bodies in various 
countries. Because the lack of a compre- 
hensive but selective bibliography of publi- 
cations on marketing outside the United 
States, F.A.O. has made a preliminary at- 
tempt at this, as regards the marketing of 
food and agricultural products. Material 
relating to marketing in general has been 
included where it deals with techniques and 
concepts applicable to those commodities. 

This project was made possible by a grant 
from the Food Fair Stores Foundation, 
arranged with the assistance of Professor 
Reavis Cox of the Wharton School of Com-: 
merce and Finance. The bibliography can 
be otbained on request from the Marketing 
Branch, Economic Analysis Division, 
F.A.0., Rome. 
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FAO Marketing Bibliography 
In this bibliography marketing is defined 

as “the movement of goods from the pro- 
ducer to the consumer and the business ac- 
tivities associated with it.” The economic 
aspects of such initial processing as may be 
needed to enable farm products to reach a 
market and the preparation of produce for 
sale in export markets have been included, 
but not international trade. Publications 
devoted specifically to demand analysis and 
forecasting and without particular refer- 
ence to marketing methods have been as- 
signed to a separate FAO Bibliography on 
Demand Analysis and Projection. The en- 
tries are classified under the following head- 


0. Marketing theory, research method- 
ology, teaching material 
Marketing organization and proce- 
dure by areas or commodities 
2. Transport, packing, and initial proc- 
essing 
Storage and management of stocks 
. Grading, standardization and quality 
control 
Information, extension, advisory and 
related services 
Credit 
. Markets and marketing agencies 
Pricing and sales methods 
. Costs and margins 
. Co-operative and other voluntary 
group marketing 
Government participation 
regulation of, marketing 
Material on advertising, for example, can 
be found under “information,” “marketing 
agencies,” or “sales methods,” depending on 
the predominant purpose of the publication 
in which it is treated. Cross references are 
given where classification under one head- 
ing might be misleading. Geographical, 
commodity, and author indexes coded to 
show the year, language of publication, and 
main subject emphasis are also provided. 
No distinction is made between printed 
books, articles in periodicals, mimeographed 
reports, and official documents so long as 
copies might be made available on request. 
With the exception of unpublished theses 
no material is excluded because it might be 
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out of print. It is assumed that potential 
users might borrow from a central lending 
library or request photocopies. 

The basic criterion adopted for the selec- 
tion of titles is their usefulness to readers 
in countries other than those of publication. 
Material of temporary interest, or relating 
to conditions which no longer prevail, is 
omitted. Recent work is preferred unless 
there are specific reasons why an earlier 
treatment is still of interest. However, for 
some countries material is listed that might 
not have been if more publications were 
available. 

The geographical and language coverage 
is circumscribed for the time being by the 
funds available. Attention is limited to 
publications relating to countries other than 
the U.S.A. and Canada, because of the 
greater need for a co-ordinated bibliograph- 
ical service for this material. Coverage is 
also limited to publications in the languages 
most easily read by the majority of workers 
in the marketing field. 


Maintenance of an Effective Service 

To minimize printing delays, keep costs 
down, and permit addition of the periodic 
supplements needed to keep the bibliog- 
raphy up to date, an experiment has been 
made with mimeographed sheets in an ad- 
justable cover. The supplementary sheets 
and new index pages are sent automatically 
to holders of the original bibliography. 

The correction of discrepancies and omis- 
sions and inclusion of new work in these 
supplements can be done only with the co- 
operation of marketing specialists in the 
countries concerned. Extension of coverage 
beyond national boundaries calls for a more 
than corresponding improvement in the bib- 
liographical service. Not only must it cover 
work in different languages, but must also 
take account of varying professional usage 
and terminology. It is essential that lists 
and comments be prepared by specialists in 
the literature of the countries concerned. 

It would seem feasible to establish a chain 
of marketing bibliographical correspondents 
with common standards, who would “feed” 
the international service and at the same 
time draw upon it for dissemination of 
marketing information. 
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The Changing Middle East Market 


uct. 


OR MOST of its history the Middle 

East has been a commercial crossroads 
of the world. It is only since World War 
II, however, that the region, without aban- 
doning its function of way station, has 
begun to assume the role of market. The 
reason is not hard to find. In 1956 the 
Middle East supplied 23.6 per cent of the 
free world’s 5% billion barrels of crude oil. 
Production and transit royalties to govern- 
ments in the area exceeded one billion 
dollars, and additional millions were poured 
into local economies through purchases and 
wage payments by oil companies. 

As for future prospects, it was reported 
that the Middle East had 74.4 per cent of 
the free world’s proved reserves. The 
Sheikhdom of Kuwait, less than half the 
size of Connecticut, alone contained 24 per 
cent of the total, while the whole United 
States could claim but 14.7 per cent.? 

Taken by themselves, the figures suggest 
a market well worth the attention of many 
firms in foreign trade. The attraction be- 
comes even greater when one considers that, 
except for oil, there is a relative paucity of 
local natural resources suitable for manu- 
facturing. 

Other factors, however, must be con- 
sidered in making an appraisal of market 


* Survey of World Oil (London: The Finan- 
cial Times, 1958), pp. 9, 43. 
* Same reference as footnote 1, p. 9. 


* ABOUT THE AUTHOR. Charles F. Stewart, last 
year Visiting Associate Professor of Internationa! Busi- 
ness at Indiana University, is now Associate Professor 
of International Business, Columbia University. In 1959 
he returned from the Middle East where he spent five 
years in teaching and research. His Ph.D. is in eco- 


nomics from the University of California (Berkeley). 


@ CHARLES F. STEWART 


Oil has changed the Middle Eest from a crossroads of trade between 
Europe and Asia into a market in its own right. This article examines 
some of the factors shaping the potential of this new market, and points 
out possible opportunities for the marketing man with the “right” 


potential, and it is the thesis of this article 
that the more strategic ones generally serve 
to keep the potential in the Middle East 
small. Among these factors are (1) market 
environment; (2) character of demand; (3) 
product promotion, advertising, and serv- 
ices; (4) nature of competition; and (5) 
pricing and credit. While there may be 
differences in detail among the countries 
covered (Lebanon, Syria, Jordan, Iraq, 
Saudi Arabia, and Kuwait), there are also 
striking similarities. 


When the question of market environment 
is posed, the foreign trader, in making his 
assessment, undoubtedly thinks of a host 
of political, social, and economic factors. 
Since space limitations preclude adequate 
treatment of all these factors, discussion 
must be confined—and somewhat arbitrarily 
—to a very few. Included are the political 
climate, trade barriers, the trade pattern, 
and inland transport facilities. 


The Political Climate 


The Middle East is characterized by fre- 
quent political upheavals. (The Suez affair, 
the Lebanese crisis, and the Iraqi revolu- 
tion all took place within twenty-one 
months.) It should be pointed out, how- 
ever, that political trends move much more 
slowly than the recurring crises suggest. 
The foreign trader, consequently, should not 
lump trends with events, but make his ap- 
praisal on the basis of their separate con- 
tributions to market environment. 


Trade Barriers 


The picture concerning trade barriers is 
mixed. Lebanon has no exchange controls, 
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and its tariff structure is largely a revenue 
type. In addition, the principal port of 
Beirut has a thriving free zone which pro- 
vides excellent storage and processing facil- 
ities for goods destined to the loca] market 
as well as for those in transit to the hinter- 
land. Kuwait’s trade policy is also liberal 
(the tariff schedule is a flat 4 per cent ad 
valorem), but elsewhere the situation is 
different. 

Syria has developed a protective tariff 
structure as encouragement to certain local 
industries, and does not hesitate to impose 
import licensing and exchange controls 
whenever deficit wheat and cotton crops 
threaten the currency. Iraq provides some 
protection to industry, but less than Syria; 
exchange problems do not arise in the for- 
mer since earnings from oil royalties over- 
whelm the effects of a bad agricultural year. 
If left alone, Jordan would not be able to 
sustain even present low levels of living. A 
chronic problem of payments is alleviated 
partly by extensive controls but mostly by 
American aid. In Saudi Arabia, tariffs go 
as high as 35 per cent; and extravagent 
public expenditure has recently led to the 
imposition of exchange controls. 


Trade Pattern 

The pattern of trade in the Middle East 
can best be described as nodules of effective 
demand surrounded by expensively-crossed 
physical space, much of it desert. All, thir- 
teen in number, are cities, and each is a 
commercial center and/or capital. 


Transportation Facilities 

Inland transport is costly, because gener- 
ally poor. The rail system—with the excep- 
tion of a relatively short line in Saudi 
Arabia—is characterized by two gauges 
(necessitating costly trans-shipment), 
round-aboutness, antiquated rolling stock, 
slowness, and large merchandise losses 
through damage and pilferage. 

Highway facilities are not much better— 
with a few local exceptions. Intraregional 
truck traffic relies mostly on desert tracks 
or maintenance roads running alongside oil 
pipelines. Under these conditions, equip- 
ment life is short, and freight charges are 
correspondingly high. An alternative to rail 
and truck transport is air shipment, but of 
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course this method remains very expensive. 

Trade barriers, the particular trade pat- 
tern, and costly transport all serve to nar- 
row markets and, in the case of trade 
barriers, to direct demand into certain 
channels. The degree of effectiveness of 
these factors in a specific case, however, 
depends not only on the product, but also on 
the skills of the seller in meeting their 
challenge. For the skillful seller with the 
“right” product, trade opportunities remain. 
To show them requires a closer examination 
of demand. 


CHARACTER OF DEMAND 


Despite the oil revenues, a large part of 
the estimated 20 million people in the area 
are not yet in the market at all. Distribu- 
tion of income is extremely skewed, on both 
a geographical and a personal basis. Oil 
deposits, for the most part, are located in 
countries with relatively sparse popula- 
tions; at the same time, much of the income 
from oil accrues directly to the ruling class 
in the capital cities, a class which makes 
no distinction between personal and public 
finance. In cases where “conspicuous con- 
sumption” and public outlays do not totally 
absorb income, the balance is found largely 
in personal bank deposits and portfolio 
investments abroad. Another concentration 
of income is found among merchants in the 
commercial cities who supply the rulers’ 
wants. This helps to account for the pattern 
of trade described earlier. 

Under the circumstances, income filters 
down very slowly and sets a like pace on 
the emergence of a non-ruling group with 
discretionary income. Nevertheless, there 
is at least one piece of evidence that such 
a group is appearing. A 1954 survey of 
Beirut revealed that roughly 30 per cent of 
the estimated 35,000 families had incomes 
over $1,500 per year, the amount considered 
necessary for a minimum of health and 
decency; 4 per cent of these had incomes 
over $8,000.23 Unfortunately, no comparable 
data are available for other Middle Eastern 
cities. 


*Charles W. Churchill, The City of Beirut, 
A Socio-Economic Survey (Beirut: Economic 
Research Institute, American University of 
Beirut, 1954), p. 23. 
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THE CHANGING MIDDLE EAST MARKET 


To the upper end of income scales 
throughout the area must be added the 
foreigners. For example, there are an esti- 
mated 2,500 Americans alone in Beirut. In 
the Persian Gulf, the Arabian-American Oil 
Company and its associated contractors 
have approximately 6,500 foreign employees, 
of whom 2,900 are highly-paid Americans 
with 3,400 dependents. The Americans are 
not only a market in themselves; they are 
also ambassadors of American products 
through the “demonstration effect.” 

Product composition, of course, emanates 
primarily from the pattern of income dis- 
tribution and tastes. In the Middle East, it 
is the well-to-do “locals” who make the 
market for consumer durables—autos and 
home appliances—and the governments and 
oil companies which account for the pur- 
chases of capital goods. The foreigners, 
having carried over consumption patterns 
developed at home, are largely responsible 
for the sales of imported consumption 
goods. Purchases by Middle Easterners are 
increasing, however, especially in Kuwait. 

Some idea of the magnitude and composi- 
tion of purchases from the United States 
can be gained from representative import 
figures. Dollar imports of Kuwait in 1956 
totaled almost $31 million, of which a little 
more than $20 million consisted of ma- 
chinery and vehicles.5 The value of food 
products exceeded $3 million. In the same 
year, Lebanon’s imports of U. S. machinery 
and vehicles reached almost $11 million, out 
of a total of $35 million.* Dollar imports of 
Syria amounted to $22 million in 1956, 
with more than half in the category of 
machinery and vehicles.? The importance of 
oil companies can be shown by referring to 


‘David H. Finnie, Desert Enterprise: The 
Middle East Oil Industry in its Local Environ- 
ment (Cambridge: Harvard University Press, 
1958), pp. 110, 211. 


* The Middle East (London: Europa Publica- 
tions, 1958), p. 52. 


*U.S. Department of Commerce, Bureau of 
Foreign Commerce, Marketing Potentials in 
Lebanon (World Trade Information Service, 
Part I, No. 58-17), p. 1. 


*Syrian Republic, Statistical Abstract of 
Syria (Damascus: Ministry of National Econ- 
omy, 1957) pp. 14, 91. 


the case of Saudi Arabia. Imports totaled 
$185 million in 1955, and the Arabian-Amer- 
ican Oil Company accounted for just short 
of $63 million, or about one-third.® 


PRODUCT PROMOTION, ADVERTISING 
AND SERVICES 

Product promotion is confined largely 
to lotteries in which consumer durables are 
awarded as prizes. Advertising, barred 
from government-controlled radio stations, 
is conducted through the press and movie 
houses. The effectiveness of these latter 
media is doubtful, and thus they fail to 
sustain the impact of promotion. The news- 
paper field is characterized by a host of 
small dailies, few with circulations more 
than a couple of thousand. Movie advertis- 
ing generally takes the form of slides shown 
at the beginning of the program. 

In making promotion and advertising 
budgets, local businessmen belong to the 
“all-you-can-afford” school, the appropria- 
tion being based on volume of past sales. 
They are frank to admit that results are 
unknown. 

Undoubtedly more effective than local 
outlays is advertising in those American 
periodicals which have a broad circulation 
in the Middle East. English is read and 
spoken by a substantial number in the upper 
classes and by some in the lower ones as 
well. Although the figures for Beirut un- 
doubtedly represent the extreme case, it is 
estimated that 22 per cent of the heads of 
households there are proficient in English.® 

Large unskilled labor pools mean that 
services are cheap. Delivery service in food 
lines is universal, and customers inside 
the store are also showered with attention. 
The retailer who opened Lebanon’s first 
“supermarket,” for example, supplied not 
only carts @ l’américaine for the shoppers, 
but also young boys to push them. 

Service goods are another story. Dealers 
in appliances are inclined to assume no 
responsibiilty after sale; very few maintain 
any repair facilities at all. Most auto 
dealers have repair shops, but these are 
generally deficient in spare parts. Low sales 


*Same reference as footnote 4, pp. 149-150. 
* Same reference as footnote 3, p. 9. 
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volume partly accounts for the lack, but so 
does the practice of rebuilding which, with 
inexpensive and in the case of automobiles, 
often skilled labor, is usually cheaper than 
replacement. Apparently no cost allowance 
is made for the time that the vehicle is 
immobilized. 


The nature of competition differs mar- 
kedly at the three relevant levels in the 
channel of distribution—the foreign ex- 
porter, the importer-wholesaler, and the 
retailer. 


The Foreign Exporter 

Americans, relative newcomers in the 
Middle East market, encounter strong com- 
petition from the long-established British 
and French, but even more from Western 
Germany and Japan, both well-equipped 
with up-to-date plant and equipment and 
with aggressive trade policies. The most 
recent arrivals have been from the Soviet 
Union and certain satellites, particularly 
Czechoslovakia and Hungary. The eastern 
countries trade almost exclusively through 


bilateral agreements with Lebanon, Syria, 
and Iraq; the fact that, in almost every 
case, both parties have had difficulty fulfill- 
ing the terms suggests that the agreements 
are more political than economic. 


The Importer-Wholesaler 


The exclusive agency contract predomi- 
nates among importers of branded prod- 
ucts. Because markets are geographically 
concentrated, the importer is also likely to 
do his own wholesaling. Because markets 
are narrow, he often carries an array whose 
components have in common only the facts 
that they are branded and that they usually 
originate in the same country. Thus, one 
Lebanese importer is exclusive agent for 
famous American brands of automobiles, 
electrical appliances, cosmetics, paints, and 
drugs. Another in Kuwait has all these and 
frozen foods too. 


The Retailer 


Retail distribution is characterized by 
large numbers of little shops with small 
capital investments, much imitation, low 
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turnover, high margins, and high mortality. 
Most food stores posses all these charac- 
teristics; many appliance stores do also. 
Understocking is a feature; an annoying 
refrain for the newcomer is that the retailer 
will have the desired item in an hour, a 
day, or next week. Store layouts are hap- 
hazard; there is no stock control; and only 
the most elementary accounting records are 
kept. Under these circumstances it is little 
wonder that a 12-hour day, 7-day week is 
often necessary for the owner to remain 
solvent. 

Relatively minor exceptions to the above 
pattern have appeared in food, department, 
and novelty stores, where one chain in each 
line has been established. The food chain 
is British owned, while the department 
stores are dominated by French interests. 
The novelty chain, consisting of five units, 
all located in Lebanon, is owned locally. All 
have adopted the corporate form, unlike the 
typical retail operation which is family 
owned and operated. None has been suc- 
cessfully duplicated thus far. 


PRICING AND CREDIT 
In pricing and credit, the Middle East 
picture is a hybrid of western and tradi- 
tional practices; this is especially so in the 
case of pricing. 


Pricing 

If Middle East governments have pro- 
duced little thus far by way of higher liv- 
ing levels for the masses, they have taken 
some steps to make their poverty less 
odious. Among these is price control of 
certain items in common use. Often in- 
cluded are kerosene, flour, sugar, salt, rice, 
and meat. Government purchases of capital 
goods are on a bid basis, and the same 
generally holds true for the oil companies. 

Where merchants have price freedom, 
practices vary from American-style fixed 
prices (the three chains follow this system), 
to oriental-style haggling. Both types may 
occur in stores within the same block and 
for the same goods. Discounts are never 
advertised, and there is no open price com- 
petition. One Lebanese retailer in photo- 
graphic supplies, impressed by the success- 
ful price cutting of Paris’s “Mister Twenty 
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THE CHANGING MIDDLE EAST MARKET 


Per Cent,”?® toyed with the idea of becom- 
ing his Middle Eastern counterpart, but 
lost his nerve at the last minute. In the 
jargon, he felt that, in moving big-ticket 
items such as cameras, demand was price 
inelastic. 


Credit 


Competition in credit extension is found 
in dealings between foreign firms and im- 
porters. The Europeans, many of whom 
have government support, extend credit 
anywhere from three months to a year on 
consumer goods, and up to three years or 
more on industrial equipment. The Ameri- 
cans are far behind in this respect, since 
it is the practice of most to ask for cash 
against documents, if not with order. 

At the retail level, credit extension by 
food stores is almost universal, and is cer- 
tainly an important reason for high gross 
margins. Consumer durable financing, on 
the other hand, is not well developed. Liqui- 
dity-conscious bankers, without the support 
of strong central banks, are reluctant to 
finance anything other than imports on 
short term. Merchants are consequently 
limited to their own financial capacity and 
to the small amount of paper they are able 
to discount with commercial banks. There 
is no direct consumer financing by banks, 


“Gilbert Burck, “The Transformation of 
European Business,” Fortune, Vol. 56 (Novem- 
ber, 1957), p. 151. 


The Urge to Merge 
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and there are no commercial credit com- 
panies. 
CONCLUSIONS 


The Middle East market is much nar- 
rower than the figures for oil revenues 
would suggest. Barring a broader distribu- 
tion of this income through radical political 
change, hopes for a larger market must 
come from development programs. Land 
reform and rural improvement projects are 
under way in Syria and Iraq, which should 
eventually have favorable income effects in 
those countries. Highway construction and 
port improvements (Syria, Iraq, Jordan, 
Saudi Arabia, and Kuwait) can also be ex- 
pected to make their contribution through 
reducing delivered costs. 

The fact that the market is increasing 
only slowly probably accounts for the persis- 
tence of distributive methods developed for 
another age and for the continued concen- 
tration of many disparate lines in the hands 
of a single agent, with the consequent lack 
of attention that each requires. The absence 
of strong central banks is responsible, at 
least in part, for the dearth of consumer 
credit. 

All of this adds up to a small market; 
but a small market is not necessarily a 
negligible one. For the marketing man 
whose product falls into the category of 
consumer durables or capital goods, the 
Middle East market may well be worth in- 
vestigating, with caution. 


Everyone—economists, politicians, and the public—is concerned 
about the concentration of business. Mergers of important U. S. 
industrial corporations are taking place at the astonishing rate of 
about forty-five a month. This is a count of only those mergers 
big enough to receive national press notice. Probably a score of 
lesser companies disappear daily through the same process. Here 
are reasons why companies merge... 


No. 1 
No. 8 .. 
No. 4 


. taxation 
. survival 


. . merging for growth 
. market factors 


—William N. Harris, “The Urge to 
Merge,” Fortune, Vol. 2, (November, 
1954), p. 101. 


51 
¥ 
‘S 
4 
>. 
4 
4 7 
| 
+ 
| 
ate 
at 
} 


The importance of the buying committee 
as the key to the purchasing function in 
today’s food stores cannot be taken lightly. 
Few items gain admission to the nation’s 
supermarkets without the express consent 
of the buying committee. 

How does the buying committee operate? 
What is appraised by the buying commit- 
tee? Who, within the buying committee, 
carries the weight of evaluation? What 
factors are evaluated in determining the 
products to accept? Do certain factors 
carry more weight than others? 

The answers to these questions are para- 
mount in any analysis of the workings of 
the buying committee. To obtain these 
answers, a tape recording was made of a 
chain grocery-buying committee at its regu- 
lar meeting. 


* ABOUT THE AUTHORS. Donald G. Hileman is 
an Associate Professor of Journalism in the School 
of Communications at Southern Illinois University, 
Carbondale. Previously, he was an Assistant Pro- 
fessor of Marketing in the School of Economics and 
Business, Washington State University, Pullman. Dr. 
Hileman received his Ph.D. from the University of 
Illinois where he was an Instructor in the College 
of Communications and Journalism and a Research 
Assistant in the Institute of Communications Research. 

Leonard A, Rosenstein is an Account Research 
Supervisor with J. Walter Thompson Company, Chi- 
cago. He spent several years with a manufacturer 
allied to the food industry, and owned and cperated 
his own retail supermarket. Mr. Rosenstein received 
his M.B.A. from the University of Chicago, and teechos 
Marketing in the Evening Division, College of Com- 
merce, De Paul University. 


Deliberations of a Chain 
Grocery Buying Committee 


® DONALD G. HILEMAN and 
LEONARD A. ROSENSTEIN 


It is difficult for new 
supermarkets. A favorable decision usually is the result of the delibera- 
tions of a buying committee. 

The authors made a tape recording of a buying committee in its 
regular meeting. Here they present the factors which had a bearing on 
the acceptance or rejection of the products under consideration. 


products to gain admission to the nation's 


FACTORS CONSIDERED 


The session was democratic. While the 
committee operates on a majority basis, in 
almost every case unanimity of opinion 
seemed to prevail. The comments of the 
branch manager, the merchandise manager, 
and the buyer appeared to carry the great- 
est weight; yet any serious objection or 
comment on the part of any member was 
given consideration. The merit of the com- 
ment was usually far more important than 
who made it. 

The majority of the committee devoted 
very little time before the meeting to a 
study of the proposals. The buyer (making 
the presentation) was expected to be com- 
pletely informed about all facets of the 
product under consideration. All quantita- 
tive material covering price, markup, 
movement of the product under considera- 
tion, and all competitive products carried 
was presented to the committee at the time 
of meeting. 

Many factors were discussed or men- 
tioned by the committee in evaluating a new 
product. No member of the committee ap-~ 
peared to be aware of the importance of all 
of the factors, nor was each factor men- 
tioned for every product. , 

At some time during the study of the 
thirteen products presented to the commit- 
tee, each of the factors listed in Table 1 was 
mentioned. No check list was followed. 
Some items were discussed at great lengtl-, 
while others were casually mentioned. The 
specific product under discussion dictated 
the factors to be discussed. 
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DELIBERATIONS OF A CHAIN GROCERY BUYING COMMITTEE 


TABLE 1 
Factors CONS!°ERED BY THE 
BUYING COMMITTEE 


Product 
Characteristics 


Newness 
Differentness or 
uniqueness 
Taste appeal 
Quality aspects 
Mass appeal vs. 
limited appeal 
Shelf life 
Evaluation of 
personal sampling 
Convenience aspects 


Packaging 
Size of container 
Shelf stacking 
properties 
Number of items 
to case 
Novelty aspects of 


package or container 


Similarity of size to 


Distribution 
allowances 
Point-of- purchase 
materials 
Special displays 
Uniqueness of 
merchandising 
Free goods 
Consumer allowance 
General office 
merchandising 
recommendations 
Special promotional 
allowances 


Advertising 

Length of campaign 

Frequency of 
campaign 

Media selection and 
impact 

Advertising allowances 


existing competition Copy: 
Consumer demand and _ Use of product 


acceptance of size 


Miscellaneous 
Factors 


Tie-in with other 
products 
National vs. localized 
advertising 


Difference in store size C°-operative 


Test market results 
Warehousing 
considerations 
Transportation 
considerations 
Diet fad 
Shelf space & back- 
room inventory 
Company image 
Brand image 
Season of year 
Integrity of supplier 
—past experience 
Consumer demand 
Variation in demand 
between areas of 
company 
National vs. private 
label 
Length of time 
product on market 
Branch unwillingness 
to pioneer 


Merchandising 
Store demonstrations 
Merchandising 

allowancey 


advertising 
Complete line vs. 
product advertising 


Profit Area 
Cost 
Anticipated profit 
(in per cent) 
Prepricing 
Inventory costs 
Competitive pricing of 
same item 
Markup in relation to 
product group 
Markup in relation to 
store averages 
Guaranteed sale 
Fair traded 


Competitive Aspects 
Completeness of 
competitive lines now 
stocked 
Competitive stores 
carrying new product 


It is not practical to attempt an in- 
dividual analysis of each of the factors 
listed in Table 1. The discussion followed 
no formal outline on a factor-by-factor 
basis, and there was no uniformity of policy 
or practice for each item under discussion. 
Rather, it was a discussion of all factors 
relating to the product and their interplay. 


Certain observations can be made con- 
cerning the specific items considered at this 
particular buying session. 

Two of the products accepted were cigar- 
ettes—one a new king-size menthol filter, 
and the other an accepted premium-priced 
cigarette with a new flip-top box. Strong 
advertising support and probable consumer 
demand seemed to be major reasons for 
acceptance. Some members of the commit- 
tee questioned the market for the premium 
cigarette in this area, but they were in the 
minority. 

A blue and perfumed liquid starch, which 
had been rejected at a previous buying ses- 
sion, was accepted when consumer demand 
caused store managers to ask for its recon- 
sideration. The particular brand was well 
advertised. One size in a competitor’s white 
liquid starch was discontinued. 

One manufacturer’s new 40-oz. refrigera- 
tor jar of prune juice was adopted, due to 
the demand for its quart size. Consumer de- 
mand for large containers of prune juice 
was the primary factor, with the new con- 
tainer a plus factor. Consideration of this 
new size container caused analysis of all 
prune-juice sales. When it was found that 
the manufacturer’s quart size far outsold 
the quart size of a competitor, the latter’s 
quart size was dropped. 

Acceptance of a chiffon pie mix was af- 
fected by the fact that there was nothing 
quite like it in the store, its quick prepara- 
tion with no cooking, its use as a favorable 
diet food, and a major schedule of magazine 
advertising. Concern for space, the seasonal 
demand of the product, and the rate of de- 
mand for various flavors caused the com- 
mittee to take on only lemon chiffon and 
chocolate, and to reject strawberry and 
butterscotch. 

Packaged, shredded, sharp cheddar cheese, 
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and cubed sharp cheddar cheese with tooth- 
picks included were accepted, when the 
manufacturing organization was recognized 
for its unique merchandising ideas; yet it 
was not thought of particularly as being in 
the cheese field. The committee felt that only 
one advertisement in Life was not enough to 
promote these products. The committee’s ac- 
ceptance that this was a quality product, 
and that it performed a service for the 
consumer, were the primary considerations. 
In addition, a sales guarantee and provision 
for a demonstrator for two days in each 
store were other important factors in 
obtaining placement in the chain’s larger 
stores. 

The committee rejected four products— 
coffee-cake mix, sliced apple thins, rootbeer 
candy, and pine-oil disinfectant—because it 
felt that these products offered nothing par- 
ticularly new and that they held little con- 
sumer appeal in this area. In none of the 
four instances was there much advertising 
support for the product. 

After considerable debate, a pre-priced, 
fair-traded tooth paste—with the price ap- 
peal of two giant tubes at a new low price 
—was rejected. The reasons: nationally ac- 
cepted brands offered a greater advertising 
allowance; these same brands used national 
advertising more extensively; and the par- 
ticular product under consideration had not 
been recommended by the general office’s 
merchandising department. 

Likewise, a new liquid detergent in a 
plastic dispenser received considerable com- 
ment. Concern for the durability of the 
plastic container caused the committee to 
adopt a wait-and-see attitude toward the 
item. The stores carried a complete line of 
detergents, and this product offered nothing 
new other than the container. The fact that 
the advertising would reach only a small 
part of the branch marketing area helped 
to cement the decision not to accept the 
product at this time. 

The committee discussed extensively sev- 
eral items of a complete line of premium- 
priced canned chicken products. It respected 
the company for its quality products but 
felt that the company had not supported its 
line with sufficient advertising in recent 
years. The company, however, was embark- 
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ing on a new promotional program including 
spots on several TV programs which the 
committee members regarded favorably, and 
the possible effectiveness of this new promo- 
tional program was thoroughly discussed. 
A decision as to acceptance and distribution 
policy was tabled until the next session. 


Advertising is the catalyst for much of the 
discussion of a buying committee. 

Most of the members of this committee 
appeared to be “advertising wise.” They 
seemed to have a keen sense about media. 
This was especially true in the case of tele- 
vision, where they were very much aware of 
talent, station, and time. They were not 
copy experts, but appraised copy in the light 
of “will it sell?” 

It is true that not all of the products pre- 
sented at this meeting were discussed in 
terms of the advertising program behind 
them. Products were accepted with little or 
no advertising to back them, whereas other 
products having fairly substantial advertis- 
ing support were rejected. However, the 
appraisal of advertising was along the lines 
of its influence in creating demand, not 
merely acceptance of the brand or product. 


Once it is on the shelf, pressure 
is placed upon the product. 

Once admitted to the store, the product 
soon discovers its new home is less than 
heaven. The instant a new item in a product 
category is presented to the buying com- 
mittee, every older item now on the shelf 
has the spotlight of appraisal turned upon 
it. There was evidence from this meeting 
that many products are evaluated only when 
attention is focused on the product category 
by the presentation of a “new” product to 
the committee. 

At this time there is no salesman avail- 
able to defend the marketing position of the 
“old” product. Advertising campaigns, or 
promotions designed to hypo the sales of 
the old product, cannot be presented to the 
committee. Attention is focused on the old 
as well as the new product; and, if the old 
product fails to meet the expected perform- 
ance standards, it may be “axed.” Discon- 
tinuance is a part of the routine of the 


IMPLICATIONS 


seller; he does not feel called upon to warn 
the supplier. He need offer no extension 
of time during which the manufacturer may 
devise a sales-stimulating program to re- 
gain former sales levels. 


“Limited Shelf Space” is not the ogre 
it is made ovt to be. 

The murderous competition for chain 
store shelf space has led chains to adopt 
the attitude of “we just don’t have room 
for that item—our space is limited.” This 
appears to be a safe defense against the 
bombardment of new items being presented 
to the buying committee. 

Yet the chains recognize that their com- 
petitive position is related to the astuteness 
with which they place new and different 
items throughout their stores. If limited 
shelf space were the dominant reason for 
refusing to accept the new item, it is ob- 
vious that in order to add a new item (and 
this refers to size of package as well as 
product definition), something would have 
to be discontinued in order to make room. 
Interestingly, of the six items accepted for 
placement at this meeting, four were taken 
on without dropping anything from the 
present line of products carried. 

Of course, items are discontinued in order 
to provide shelf space for new items—this 
takes place even when the new item is not 
acceptable to the chain. There is a physical 
limit to the number of lineal feet available 
for display, but it is apparent that the 
reason of “limited shelf space” may have 
been exaggerated. 


Profit motive is not necessarily the 
predominant influencing factor. 

The buying committee must balance the 
interests of the consumer, the manufac- 
turer, and their own company in selecting 
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an item to be sold in their stores. Their 
first and foremost responsibility is to make 
a profit on the products they sell. 

There is, however, an awareness of the 
needs, interests, and desires of Mrs. Con- 
sumer. The committee knows well the com- 
position of its market and the needs of its 
customers. Satisfaction of these needs will 
contribute to the ultimate profit of the 
chain. While the markup must conform to 
store averages and product group averages, 
certainly consumer satisfaction and demand 
can override strict profit considerations. 


Company image and brand image 
are important factors. 

When a strongly established brand name 
is attached to what qualifies as a new item, 
regardless of whether it is a new product 
or a new size, the new item wins a better 
hearing. This does not imply that this is 
the major consideration. If many other fac- 
tors are good, brand image will help the 
decision. 

The committee members were aware that 
brand demand and brand acceptance are two 
distinct ideas. Many products have consu- 
mer acceptance without having consumer 
demand. The presence of what the commit- 
tee felt was a favorable brand image eased 
their problem of decision making. 

In general, at this buying session certain 
factors appeared each time a product adop- 
tion occured. Basically, there was an ele- 
ment of newness—of something different. 
The item did not duplicate in type, size, or 
price an item already carried in the stores. 
The presence of a “gimmick” or something 
a little extra in the way of packaging helped. 
And the existence of supporting advertising, 
not only in introducing the product but in 
continual promotion, carried a great deal of 
weight in influencing favorable decision. 
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How Important is the 
Chain Store Buying Committee? 


OOD manufacturers claim that the 

chain store buying-committee system 
has dealt a great blow to their selling 
efforts. The chain stores feel that the buy- 
ing committee “has to be” if they are to 
grow, prosper, and better serve consumers 
under the new marketing concept. 

The fact is, though, that food manufac- 
turers do not want to admit that they have 
lost some power in influencing what 
products will be placed on the supermarket 
shelves. This loss of power plus increasing 
competition between food and nonfood items 
for diminishing shelf space are making 
sales much more difficult to obtain. To what 
extent is the chain store buying committee 
making its mark? 

Supermarket chains operating ten or 
more stores make the most widespread use 
of the buying-committee system in deciding 
to accept or reject those products presented 
to them by manufacturers. A recent survey 
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Up until the mid-1940s it was the large food manufacturer who 
cally dictated to the food store operator what products he stocked on 
store shelves. Today, after a marketing revolution, it is the chain store 
operator who wields the power to decide if and when a manufacturer 
will obtain successful product distribution and sales. 

In this article the author examines the extent of the supermarket 
chains’ power and its impact on the manufacturers’ efforts to introduce 
new products and keep established products on the supermarket shelves. 


acti- 


revealed the percentage of chain stores that 
use the buying-committee system, as com- 
pared with those that do not, as follows: 


Number of Stores Have Buying Do Not Have 
in Chain Committee Buying 
Committee 
45% 
9% 
14% 


It is believed that even those chains that 
claim not to have formal buying committees 
at least have them informally. At any rate, 
most chains of any size or consequence have 
a “group” of individuals who determine the 
fate of the thousands of products brought 
before them yearly. 


1to9 
10 to 29 
30 and over 


55% 
91% 
86% 


Probably no two chain store buying com- 
mittees are organized in the same way. 
Their organizational and functional differ- 
ences vary from “not very much” fo “quite 
a bit.” Most committees are lodsely or- 
ganized to allow for maximum flexibility. 
There seem to be no rigid regulations con- 
cerning what persons will be committee 
members or as to the number of persons 
making up the committee. Even though 
very few generalizations can be made about 
buying committees, each has the authority 
to add or drop manufacturers’ products 
from the store shelves. 

Committee organization differs: widely 
among chains, but the functions performed 
remain relatively the same. ‘ 
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Some buying committees have as few as 
two members. However, National Tea Com- 
pany claims as many as thirty-seven. The 
management of the New York division of 
Safeway Stores says that the core of its 
committee consists of the division manager, 
buyers, and the two retail operations man- 
agers who form the communication link 
with store personnel and customers. Other 
members of the 175-store buying committee 
may include the district manager and ad- 
vertising manager. 

The person who holds the title of “buyer” 
may not even contribute toward making the 
buying decision. The ultimate decisions are 
made by the food-chain executives who have 
other titles and jobs in the company. 
“Buyer” is the title given to the person in 
charge of interviewing or making contact 
with the manufacturers’ sales representa- 
tives on an initial and continuing basis. 
Although many chain store buyers may 
deny it, they have been “mechanized” and 
reduced to “relay men” between the sales- 
men and the buying decision makers. 

However, the buyers do act as screeners 
for the many products brought to the food 
chain. Many times they will reject products 
at the initial interview with the sales repre- 
sentative without ever bringing the subject 
before the buying committee. 

A survey conducted by Supermarket Mer- 
chandising among 209 food chain companies 
across the United States revealed that at 
least fifteen different supermarket chain 
job titles are represented on the committee 
in various companies and contribute toward 
making buying decisions. Table 1 illustrates 
the percentage of stores which have particu- 
lar job titles represented on their com- 
mittee. 

Titles appear to have less to do with 
membership on the buying committee than 
personal qualifications and experience. But 
all its members usually are top executives 
of the company. 


WHY THE BUYING COMMITTEE? 


More emphasis of chain-wide require- 
ments, rather than single departmental 
requirements, are the main reason for 
shifting from the individual departmental 
buyer system to the buying committee 


HOW IMPORTANT IS THE CHAIN STORE BUYING COMMITTEE? 


TABLE 1 
Jos TITLES REPRESENTED ON 
BuyInc COMMITTEES 


By 
Job Title Store 
% 
Merchandising Manager 59 
Advertising Manager 44 
Sales Manager 30 
Branch/Division Head 23 
Purchasing Director 21 
Overall Department Supervisor 21 
Overall Department Merchandising 
Manager 20 
Store Supervisor/District Manager 20 
General/Operating Manager 17 
Executive Officer 9 
Sales Promotion Manager 3 
Warehouse/Transportation Manager 8 
Store Manager 2 
Accountant 2 
Personnel 1 


organization. The committee isalmo auto- 
matically concerned with the over-all chain 
objectives and profits, rather than those of 
particular stores or departments. 

Little more than ten years ago buyers for 
the most part bought for their own depart- 
ments. If they chose to buy a new item, 
they supposedly bought it without full 
consideration of the chain-wide problems 
involved in adding new products. Labor 
costs were low, and very little additional 
costs were incurred when established prod- 
ucts were placed somewhere else in order 
to take on the new item. Even if it meant 
cutting down the shelf space of established 
fast-moving items for the new product, the 
shelves could readily be restocked at frac- 
tional labor costs. The costs involved in 
these actions today do not allow for this 
kind of operation. 

These higher costs necessarily require 
that more critical and watchful eyes be cast 
over the purchase of new products if the 
chain is to maintain or increase its profit 
picture. New product consideration today 
usually requires an answer to this question: 
“What effect will adding (or discontinuing) 
Brand X have on the over-all chain objec- 
tives and profits?” 

A directive to the buying committee of 
one particular supermarket chain includes 
these objectives: 
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“Take the buying of new products out of 
the one-man domain. 

“Put buying of new products into the 

hands of a group representing at a high 

level each major department and function 
of the business—merchandising, sales, 
etc., as well as buying... 

“As an offshoot of the deliberations of the 

committee, we are hopeful that our 

buyers will become more acutely aware of 

the over-all problems involved in adding a 

new item—whether it be something new 

to the market, or a brand not previously 
stocked.” 

Assignment of the buying responsibility 
to groups rather than individuals has de- 
veloped to keep pace with the almost con- 
stant shifting in economic and marketing 
conditions. In an effort to cope with the 
tremendous number of new products swamp- 
ing the retailer, most chain operators have 
turned to the committee method. 

Chain store management feels that the 
buying committee reduces the number of 
supposedly unnecessary calls made by prod- 


uct sales representatives who are sup- 
posedly acting under pressure of their sales 
managers. With the growing trend toward 
distribution of nonfood lines through the 
supermarkets, even more and more sales 
representatives are besieging the chains. 


Duties of Committee 


For the relatively little amount of time 
devoted to the buying function, committee 
members are burdened with considerable 
responsibility. In some chain organizations, 
the name “buying committee” may be mis- 
leading because the committee actually 
performs many more duties. Some chains, 
such as Safeway Stores, prefer to think of 
the buying committee more in terms of an 
operating committee which co-ordinates the 
buying, advertising, supply, delivery, and 
store-promotion functions. It serves as a 
forum to analyze the effects of major busi- 
ness changes, such as the impact of legisla- 
tive acts and new freight rates. 

Another important consideration by the 
committee is competition. The committee 
wants to know if competitors are carrying 
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an item. Safeway still relies on responsible 
buyer executives to make some purchases 
without getting involved in the committee 
system. But it should be remembered that 
committee members almost always have 
their own job responsibilities to carry out 
in addition to their buying and decision- 
making functions. 

Surveys have established that buying 
committees select new food, nonfood, and 
drug products and also promotions for these 
products for practically all of their stores. 
They decide on store displays, special dis- 
plays, and “hot deals” for about two-thirds 
of their stores. If the product is really new, 
a decision by the group will nearly always 
be required. 

Policies, practices, and attitudes among 
the chains with regard to new products are 
not at all clear. A chain store president has 
stated that one of the greatest problems 
facing the industry is to decide just what 
is really new. In their efforts to keep up 
with competitors, suppliers bring out prod- 
ucts which are merely duplicate items that 
already are on the shelves. 

What, then, constitutes a new item? 
Changes in size, shape, packaging, flavor? 

The majority of products submitted to 
chain store buying committees are estab- 
lished products. They either have never 
been carried by the particular chain, were 
once carried and dropped, or are now being 
offered in a new package or in a new form. 
If a food chain has never stocked Dole Pine- 
apple Juice, it would be considered a new 
item for that chain. 

Buying committees also spend a good 
part of their time considering deal items 
or special promotions by manufacturers. 
But, as with all items, if the deal items do 
not offer the chain a reasonably good profit 
margin or represent a good consumer value, 
they usually are rejected. Further, the com- 
mittee constantly reviews items carried in 
the stores in an attempt to pin down the 
dollar profit per store, the number of units 
moved, etc. In this instance a category 
analysis is made, and the committee goes 
over each item to check what kind of a profit 
is being made. Generally, the four or five 
items which rank last as to profitability are 
“dropped” from the store shelves. Some- 
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times the informal method of “discontinu- 
ing” items is used. A buyer or chain 
executive will say: “Look, this has stopped 
selling. We have a number of similar items. 
Let’s drop this item.” 

Of all the items accepted by buying com- 
mittees, practically three-quarters of them 
are added to the store shelves for greater 
selection, sales, and profits. Other impor- 
tant reasons for adding are consumer 
demand, manufacturer’s action, such as 
changes in size, label, promotion, and 
“stocked by major competition.” The buy- 
ing committee’s largest single reason for 
discontinuing items is insufficient volume 
and profit. “Slow movement” of items ac- 
counts for almost half of the discontinued 
products. Items are also dropped if they 
have not fulfilled expectations, or they may 
even be replaced by superior quality 
products. 


Work of the Committee 


The operation of the buying committee 
might appear to be a very simple procedure. 
The manufacturer’s sales representative 
begins his efforts with the buyer directly 
concerned with his particular kind of 
product. The buyer and sales representative 
may meet for as little as ten to fifteen 
minutes, and may jointly fill out a form 
with as much information about the product 
as possible. The form generally includes 
space for price, discounts, advertising sup- 
port, delivery dates, who else carries the 
product, ete. The buyers may supply addi- 
tional information and recommendations. 
Because the sales representatives do not 
deal directly with the members of the buy- 
ing committee, it is important to present 
as much information as possible to the 
buyer in a concise manner. 

If the vendor’s data indicate that the 
product may have consumer acceptance and 
the advertising and merchandising program 
is well planned, the buyer submits the 
information to the committee. The buyer 
usually appears before the committee with 
the product information form which enables 
the committee to make its decision. An 
unknown supplier is usually asked to give a 
detailed report about his background, 
financial status, and production techniques. 
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He may even be asked for a continuing 
commodity guarantee. 

The buying committee generally meets 
every week, but very seldom can all com- 
mittee members attend. Often new products 
and proposals are seen for the first time 
at the meetings. The time devoted to 
consideration and discussion of a product 
averages about three to five minutes. This 
means that brevity, clarity, and force are 
essential in the presentation material. 

Some committees take a formal vote on 
products by the raising of hands. Others 
decide on the products informally. One 
committee member might say, “I think we 
ought to buy Brand X,” and without any 
vote the product will be accepted by the 
committee. In the case of a committee 
which takes a formal vote on products, it 
is possible that a tie may result. If this 
happens, the top general merchandise man- 
ager usually will decide whether the product 
is to be accepted or rejected. 


MANUFACTURER ATTITUDES 
Problems 


Supplier objections to the committee 
system are many. Typical is the comment 
that the “art of selling” must suffer if 
the person to whom the sales representative 
addresses himself is only an “information 
carrier” who reports the basic facts to the 
buying committee. Not being able to deal 
directly with committee members is one of 
the most pressing problems with which the 
manufacturers must cope. 

Sales representatives claim that it is 
growing extremely difficult to anticipate the 
kinds of information which the committee 
will want in deciding whether or not to 
accept a product. Even though a sales 
representative and the buyer may fill out 
the product information form completely, 
it is not known what approach the comiit- 
tee will take. When the buyer, representing 
the salesman, presents the background in- 
formation to the committee, he must be able 
to give a ready answer to any question by 
committee members, or else the committee 
will probably pass over the item. 

The committee of a large southern chain 
store decided one week to discontinue one of 
the two popular brands of canned milk 
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because of slow movement. The committee 
thought the chain could profit more with 
one well-known brand of canned milk. A 
week later a third top brand of canned milk 
was brought before the committee for con- 
sideration. Although the brand was quite 
well known and had wide national distribu- 
tion, the buyer had very little information 
on the brand and he could hardly answer 
any of the questions asked of him by the 
other committee members. One committee- 
man brought up the fact that only one week 
before the members had voted to drop a 
brand, concluding that carrying one brand 
would be enough. Yet with very little 
product information, except that it was well 
known, the third brand was accepted. 

Here is another instance where the sales 
representatives claim their selling efforts 
suffer. Many times the various commodity 
buyers are members of the committee. Each 
commodity buyer has an equal vote in the 
acceptance or rejection of the products. Let 
us say that the grocery buyer, after talking 
with the product salesman, is sold on what 
he thinks is a really good item and makes 
efforts to “sell” it to the other committee 
members. These other members include the 
household-products buyer, the meat buyer, 
the produce buyer, the frozen-foods buyer, 
etc. If the latter do not like the item or 
do not understand its potential, they will 
most likely vote against it and the item will 
be rejected. The objection here is that the 
other buyers’ knowledge of the merchandise 
category involved is somewhat less than 
authoritative, and yet they have equal voice 
in the ultimate decision. 

Many manufacturers believe that the 
buying committee hampers marketing func- 
tions by its routine, mechanical considera- 
tion of products, particularly new products. 
Committees have a tendency, they feel, to 
consider new products along with estab- 
lished ones when brought out in other sizes 
or given new package designs. 

Manufacturers claim that the questions 
on the product information form ase vague 
and limited, and can only provide for in- 
complete and misleading answers. If the 
product is rejected by the committee, sales- 
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men and manufacturers say they are rarely 
told why. 


Working with the Committee 


One item of importance to advertising 
people and manufacturers is the claim that 
buying committees often overlook the 
amount of advertising effort being put 
behind a product. A large advertising ap- 
propriation may not necessarily make much 
difference to a committee when it is decid- 
ing what products to stock. First and fore- 
most, the committee is interested in profit 
on the item. If the profit margin is rela- 
tively low, it will make little difference to 
the committee what amount of advertising 
the manufacturer appropriates, unless turn- 
over is huge. 

Committees say that they want to know 
the answers to several questions before 
deciding the fate of a product. They want 
to know the cost of the product, its retail 
price, the chains’ profit, and the product’s 
salability. 

Once the manufacturer knows how the 
buying committee works and what it wants 
to know, he has to determine if his own 
sales force is effective enough to cope with 
it. To sell his product to the committee 
under the circumstances described, the 
salesman needs a thorough and current 
knowledge of his field. Headquarters should 
keep him informed constantly of all impor- 
tant information so that he may be ade- 
quately prepared to answer any questions 
asked. Even though manufacturers may re- 
gard the buyer merely as an interviewer, he 
still exerts some influence on the buying 
decision. 

Buyers report that many manufacturer 
sales representatives surprisingly do not 
know how to sell or do not have the proper 
information on their products. Sales repre- 
sentatives should be able to answer ques- 
tions about competitive products, consumer 
demand and acceptance, turnover, point-of- 
sale display material, shelf-space require- 
ments, advertising, and profit margins for 
the chain. The salesman can no longer rely 
on personality or friendships to get his 
product sold. 
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Is Stereotype? 


How Much of the Corporate Image 


© W. T. TUCKER 


ROBERT FERBER, Editor 
University of Illinois 


This article discusses the possibility that the public attitude toward 
any business is largely influenced by a stereotype. It indicates that lan- 
guage factors located by communications research probably do not 


CORPORATE-IMAGE study conducted 
in Atlanta seems to indicate that some 
sort of business stereotype may be a factor 
in the public image of all large companies. 
At least the correlations of images of a 
large bank, a major airline, a national 
finance company, a large food chain, a major 
department store, one of the giant utilities, 
and large local corporations were surpris- 
ingly high. 

This study was based on a probability 
sample of approximately 1,350 Atlanta resi- 


* ABOUT THE AUTHOR. W. T. Tucker (Ph.D., Uni- 
versity of Illinois, 1955) is an Associate Professor of 
Marketing at the University of Texas. His publications 
include "Advertising Appropriations Methods in Bank- 
ing” (Atlanta, Georgia: Georgia State College Bureau 
of Business and Economic Research, 1959). 

The author has served as a marketing research con- 
sultant to business and has been a Director of South- 
eastern Research Associates. 


apply in corporate-image studies. 


dents. It was made in response to a mimeo- 
graphed report by J. Walter Thompson 
Company, which indicated that people tend 
to regard the banker as a distant, formal 
individual and that one of the advertising 
problems of a bank is to make the banker 
seem more warm, human, and friendly. 

Quite appropriately, one of the large At- 
lanta banks wanted to know whether there 
were regional differences that would create 
a greater or lesser need for this kind of 
advertising in the Atlanta area. Further, it 
wanted to know how its own corporate 
image compared with that of bankers in 
general and with those of other corporations 
that operated in the area. 

The semantic-differential method was 
used as a major portion of the questionnaire 
in order to provide comparability with the 
Thompson study, and because it was be- 
lieved to provide the closest approach to a 
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ratio scale of any of the image-rating tech- 
niques. The most used form of the seman- 
tic differential is a 7-point scale described 
by polar terms in the following way: 

The respondent places a check in the 
space most descriptive of the subject being 
judged. The average score for all respond- 
ents can be developed readily by numbering 
the spaces one through seven. 

Valuable results depend in large measure 
on the use of scales that relate to different 
aspects of the corporate image. In order to 
insure such a list of scales, the primary 
selection was of three scales that repre- 
sented the three verbal factors located by 
Osgood and others.2, Added to these were 
certain scales used in the Thompson study 
and specific scales relating to areas that the 
client thought to be important. The final 
list of scales used was as follows: 

Unfair 


Weak 
Informal 


Easy to 
deal with__:__:__:__:__:__:__Hard to 
deal with 
Interested 
in the 
community :__:__:__:__:__:__ Interested 
in profits 
only 
Careless 
Progressive: :__:__:__:__:__Set in 
their ways 


The scales as given here are reorganized 
so that the term on the left is the “favor- 
able” term. 

While average scores for each of the vari- 
ous companies differed on the various scales, 
virtually all of them were “favorable” in a 


1A thorough discussion of the method can 
be found in The Measurement of Meaning, by 
C. E. Osgood, George Souci, and Percy Tannen- 
baum (Urbana: University of Illinois Press, 
1958). An examination of the concept that the 
method delivers ratio-scale data is in Samuel 
J. Messick, “Metric Properties of the Semantic 
Differential,” Educational and Psychological 
Measurement, Vol. 17 (Summer, 1957), pp. 
200-206. 


* Osgood, Souci, and Tannenbaum, same ref- 
erence as footnote 1, pp. 36-38. 
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special sense. “Favorable” terms were 
determined by comparing the scores of 
those who banked at one of two banks. In 
each case the group judgment of its own 
bank was accepted as more favorable than 
its judgment of the competing bank. Also, 
all correlations between the first scale and 
others are positive when the scales are set 
up in this direction. 

Results showed that an institution judged 
more favorably on one scale was generally 
judged more favorably on others. In order 
to determine the extent to which corrorate 
images were related, correlations were cal- 
culated between a bank image and that of 
each of the other company types. The 
product-moment method of correlation was 
used on the mean scores for institutions 
across scales. 

Correlation coefficients of the magnitude 
of those in Table 1 indicate that the corpor- 
ate images have an essentially similar 
structure. This structural similarity re- 
lates quite clearly to the concept of stereo- 
typical thinking. However, that concept it- 
self is just vague enough to require discus- 
sion. 

The traditional instance of stereotype 
concerns the viewing of all members of a 
certain class as identical. Perhaps such a 
concept is reasonably appropriate when 
applied to primitive group attitudes toward 
outsiders or demons, but it could hardly 
survive after much intimate contact with 
the class viewed stereotypically. A primi- 
tive stereotype of this sort might be indi- 
cated by semantic-differential results if 
mean scores were different only from one 
scale to another, but identical for all com- 
panies. 

The kind of structural stereotype indi- 
cated by the high correlations that obtain 
in this study is somewhat different, and can 
probably be best described by an analogy. 


TABLE 1 
THE RELATIONSHIP OF A BANK IMAGE TO 
THOSE OF OTHER BUSINESSES 


Type of Coefficient of 
Business Correlation 
Department store 91 
Public utility 
Food chain -72 
Finance company -78 
Savings and loan association -96 


Airline 89 
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One might have a stereotyped concept of the 
ideal football player as extremely strong, 
stupid, insensitive, and brutal—without 
necessarily believing that all football 
players had these extreme characteristics. 
Nevertheless, the structure of characteris- 
tics could be a rigid stereotype which would 
cause the individual to conceive that in so 
far as a particular football player was sensi- 
tive he was also less strong, less stupid, 
more sensitive, and less brutal . . . and, con- 
sequently less of a football player. It 
would be impossible to accept the fact that 
a good football player was moderately 
strong, extremely intelligent, fairly sensi- 
tive, and quite brutal. There is considerable 
intuitive evidence that stereotypes of this 
sort operate widely in a society such as 
ours. 

Coefficients of correlation can be identical 
for diverse sorts of distributions; and Table 
2 shows the range for corporation mean 
scores on each scale. The distribution of 
individual judgments which contributed to 
the mean scores showed reasonably strong 
central tendencies. 

The generally favorable mean scores 
shown in Table 2 and the limited range from 
highest to lowest score on each scale might 
indicate that a business stereotype of the 
primitive or pure sort is operating. While 
the possibility of such a pure stereotype 
must be admitted, it makes better sense to 
consider this narrow range as an approxi- 
mation of the operating range for a success- 
ful corporation. It hardly seems likely that 
a company could be unfair, careless, and 
hard-to-deal-with, and also last long in an 
age characterized by the public-relations 
viewpoint. On the other hand, no such in- 
tuitively acceptable explanation exists for 
the correlations shown in Table 1. 

The implication of the high correlations 
is that the eleven scales used in the image 
determination are not independent, but that 
responses on one scale can be used to predict 
responses on others with a reasonably high 
degree of accuracy for a large number of 
types of businesses, 

Since it is wasteful, and somewhat mis- 
leading, to measure essentially the same 
thing several times and call the result a 
corporate image or profile, the relationship 


TABLE 2 
THE RANGE OF MEAN SCORES FOR ALL 
COMPANIES 
Scale Mean Scores* 
Fair-Unfair 4.8-6.3 
Rich-Poor 4.8-6.1 
Old-Young 4.2-5.4 
Friendly-Distant 4.8-6.2 
Powerful-Weak 4.8-6.2 
Informal-Formal 3.9-4.9 
Easy to deal with-Hardtodeal with 4.7-6.1 
Calm-Nervous 4.6-5.3 
Interested in the community- 
Interested in profits only 3.9-5.4 
Careful-Careless 5.1-6.0 
Progressive-Set in their ways 4.6-6.0 


* The possible range of mean scores is 1.0-7.0. 
The higher the score, the closer the judgment 
is toward the favorable side of the scale. The 
mid-point of the scale is 4.0. 


between the scales was studied. As the 
results suggest, most of the scales are re- 
dundant. Correlations were so high that an 
attempt to factor the scales was inappro- 
priate, since one factor obviously accounts 
for a major portion of the variance. Cor- 
relations between scales are shown in Table 
3. 
Only two of the scales in Table 3 have 
correlations of less than .80 with the Fair- 
Unfair scale. The first of these, Old-Young, 
with a correlation of .60, seems to have 
been influenced by the actual age of the 
corporation. While the scale was apparently 
used projectively by some respondents, 
others seemed to know the relative age of 
institutions. At least this is inferred from 
results that indicated the proper age rela- 
tionships of all but two of the corporations 
studied. One of these errors in relative age 
may have been caused by the fact that a 
rathér old national company is something 
of a newcomer to the Atlanta market. The 
analysis is that the Old-Young scale is a 


TABLE 3 
CORRELATIONS BETWEEN FAIR-UNFAIR 
AND OTHER SCALES 


Coefficient of 

Scale Correlation 
Rich-Poor 87 
Old-Young .60 
Friendly-Distant 97 
Powerful-Weak 84 
Informal-Formal 38 
Easy to deal with-Hard to deal with 80 
Calm-Nervous 98 
Interested in the community- 

Interested in profits only -90 
Careful-Careless 97 
Progressive-Set in their ways 95 
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specific to the extent that it is not repre- 
sentative of the major, common factor. 

The Informal-Formal scale, despite the 
correlation of .38, seems to tap a second 
attitudinal dimension largely unrelated to 
other favorable attitudes. A banking in- 
stitution, for instance, could seem more 
friendly, fair, and careful than a food chain 
or an airline, despite its greater formality. 
Nevertheless, the lack of a second scale 
(such as the Easy to deal with-Hard to deal 
with scale) relatively independent of the 
major factor and highly correlated with the 
Informal-Forma! factor, makes it impossible 
to determine whether one is dealing with a 
specific or general factor. 


While no one study can be used to gen- 
eralize on anything as complex as public 
images of business, the results of this study 
suggest either that a true stereotype is 
operating or that the normal verbal struc- 
ture does not apply to judgments of major 
businesses. 

The first of these possibilities, that a 
business stereotype is operating, would 
suggest that the graphic representations of 
corporate images or profiles are highly re- 
dundant. If this is true, a large number of 
terms that seem to have different meanings 
still measure only one verbal dimension. 
The most probable interpretation of that 
dimension, as indicated by the history of 
attitude testing, is that it relates to simple 
approval or disapproval. This would mean 
that almost any adjective used to describe 
a corporation would indicate little other 
than some degree of approval or personal 
liking. 

The second possibility, that normal verbal 
structure does not apply to corporate image 
studies, could stem from several causes. The 
most obvious of these is that powerful and 
calm and other scale terms relate to differ- 
ent verbal factors when applied to different 
classes of objects such as individuals and 
corporations. Another possibility is that 
different contexts may elicit responses re- 
lated to different attitudinal dimensions. 
And the scales themselves could establish 
different contexts. Thus, a scale like Fair- 
Unfair might establish the context of em- 
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ployee relations, while a scale like Honest- 
Dishonest might establish the context of 
financial honesty, and a Pleasant-Unpleasant 
scale might establish the context of face- 
to-face meetings between employees and the 
public. A fourth scale might establish the 
context of corporations in general and 
divert attention from the specific company 
being studied. 

Logic would indicate that the effect of 
such changing contexts, or shifts in atten- 
tion from one corporate aspect to another, 
would be more likely to contribute to low 
inter-scale correlations than to high ones. 
And the demonstrated validity and reli- 
ability of the semantic differential in equal- 
ly complex areas would seem to indicate 
that shifts in context may not be quite so 
severe or destructive of meaning as this 
point of view suggests. Nevertheless, the 
possibility remains that words may lose 
their normal meanings when utilized as 
scale terms in company profile studies. 

A recent article by Bolger suggests the 
nature of the corporate-image problem.® 
Essentially, the image method reported con- 
sists of the ordering of trait cards that 
include a descriptive term and a definition 
of how that term applies to a company. The 
respondent is asked to order the cards in 
such a way that they describe the relative 
importance the traits should have in an 
ideal company of a particular type. This 
“ideal” ordering is compared with the 
orderings that the respondent thinks best 
describe real companies of the same indus- 
try. According to the article, the typical 
interview includes sorting more than 15,000 
cards. 

When a trait card is given the same or 
a higher position in the sorting for the real 
company than in that for the ideal company, 
the real company is said to be satisfactory 
in that trait. Conversely, when the trait 
card is given a lower rank in a real company 
sorting than it received in the “‘ideal’”’ com- 
pany sorting, the real company is said to be 
deficient in that trait. 

In the article a figure shows a series of 


*John F. Bolger, Jr., “How To Evaluate 
Your Company Image,” JOURNAL OF 
MARKETING, Vol. 24 (October, 1959), pp. 
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such deficiencies and adequacies called a 
“company-image spectrum.” The corpora- 
tion described is sufficiently eager, vigorous, 
enterprising, imaginative and modern, and 
insufficiently honest, sincere, reliable, or 
square-dealing. While the method is not 
one that permits such statistical techniques 
as factor analysis, these two sets of terms 
suggest at least the possibility of two- 
factorial clusters, one relating to honesty 
and the other to inventiveness or activity. 

The article indicates, however, that an 
extremely large number of traits were 
studied—at least fifty-eight, and possibly 
many more. This would seem an excessive 
number of “basic company-image traits” to 
study, if either a 1-factor or 2-factor system 
pertains. And Bolger’s method is one that 
by its very nature is likely to suggest a 
2-factor system where but one exists. 

A further difficulty is indicated by Bol- 
ger’s example. The image in the example is 


N A recent article Dr. Walter A. Woods 

develops two types of variables sup- 
posedly relevant to the development of a 
product philosophy. His dichotomy relates 


*Walter A. Woods, “Psychological Dimen- 
sions of Consumer Decision,” JOURNAL OF 
MARKETING, Vol. 24 (January, 1960), pp. 
15-19. 


* ABOUT THE AUTHOR. Verne H. Airill, a graduate 
of the University of Western Ontario, (1949 B.A., 
1950, M.A.), holds a Ph.D. in Economic Theory from 
the London School of Economics. He is Vice President 
of International Surveys Limited, Montreal, Canada. 


Temporal Interrelations 
of Consumer Decision 


© VERNE H. ATRILL 


This article is concerned with the formation of a 
It refers to an earlier article in the JOURNAL OF MARKETING by 
Walter A. Woods, in which a basic distinction between consumer and 
product variables was suggested as the point of departure for under- 
standing a certain market. 

The present author advances the view that such a distinction is not 
really tenable, and suggests in its place another marketing concept. 


that of a corporation that is sufficiently 
friendly but neither warm-hearted, honest, 
nor open-minded. Similarly, the image indi- 
cates that the company is not sufficiently 
alert, although it is sufficiently modern, 
eager, inventive and enterprising. Such 
apparent contradictions make one wonder 
what friendliness and alertness mean in 
public attitudes toward business. 

The most systematic method for clearing 
up the difficulties in corporate-image re- 
search would be a thorough-going factor 
analysis of data from a reasonably large, 
national sample of respondents who have 
rated fifteen or twenty diverse corporations 
on fifty or sixty apparently distinct traits. 
A study of this sort would also do much to 
clear up a difficult meaning problem that 
may exist in addition to the stereotype 
situation. Until such a study demonstrates 
otherwise, it seems probable that public 
images of business are stereotypes. 


uct philosophy. 


to what he terms “consumer variables” and 
“product variables.” Between these he says 
that “a true differentiation is required to 
distinguish between market (or consumer) 
segmentation and product description.’ 

The usefulness of Dr. Woods’ division of 
the dimensions of consumer decision is 
doubtful. Furthermore, by reworking its 
two kinds of dimensions of decision, and 
by emphasizing rather than minimizing 
their interrelation, we can arrive at a simple 
but basic marketing principle. 


* Same reference as footnote 1, p. 19. 
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Dr. Woods’ discussion may be briefly 
summarized. Motives, we are told, are an 
insufficient explanation of consumer choice. 
However pervasive motives may be in con- 
sumer behavior, we must add to them cogni- 
tion or “cognitive structure” and habit. 

Even having broadened our understand- 
ing of behavior in this way, we still have 
covered only half of the problem of what 
factors determine consumer choice. Prod- 
ucts have a demand character, which has 
the effect of ego-involving the consumer to 
varying degrees. In taking these product 
variables into account in conjunction with 
the consumer variables of habit, cognitive 
structure, and motive, supposedly we 
achieve what is felt to be necessary for the 
development of an understanding of a prod- 
uct market. 

The essential difference between the psy- 
chological character of the conswmer as 
analyzed into the consumer variables and 
the psychological character of a product as 
analyzed into the product variables (essen- 
tially degrees and qualities of the product’s 
ability to create ego-involvement) is alleged 
to be as follows: “The psychological charac- 
ter which a product has is a true character 
which has been imputed to it by society as 
a whole through long periods of time, and 
is independent of the psychological char- 
acter (or personality) of particular individ- 
uals,’’3 

The difficulty with this distinction be- 
tween psychological character of the con- 
sumer and the product, however meaning- 
ful as a theoretical tool, is that both must 
be observed at the same place. The indica- 
tion of either must be observed in the 
behavior of the consumer. 


A DILEMMA 


This raises a dilemma. When we observe 
what we choose to call a degree of ego- 
involvement, are we observing the capacity 
of the consumer to become ego-involved in 
a particular product, or are we observing 
the capacity of that product to create ego- 
involvement? Dr. Woods offers us no way 
out of this dilemma, except for the vague 


* Same reference as footnote 1, p. 19. 
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direction that, if we look at the “whole” 
of society over a “long” period of time, we 
apparently discover the capacity of the 
product to create ego-involvement. 

The point he is making seems to run 
somewhat as follows. We have personal 
phenomena that we classify by manifested 
motive, cognitive faculty, and habit. Super- 
imposed on this, however, we have a con- 
census (taken from society as a whole) 
about certain products—for example, the 
Cadillac is well thought of generally. Mar- 
ket segmentation and product description 
require that we take both the personal re- 
action and the social reaction into account. 

The objection to this is that we find 
both the personal and the social phenomena 
by studying the individual. When we do so, 
however, instead of finding a sharply evi- 
dent division of what is personal and what 
is one evidence of a social belief, we find a 
whole progression of cases, ranging all the 
way from the intensely personal to the dis- 
tressing generality of social mores. 

There is no guidepost to separate what 
Dr. Woods would call a consumer variable 
from a product variable. An exception to 
this is in the area of technical product speci- 
fications; but, short of that, there seems to 
be a continuum of human reactions that we 
rationalize as defining the distance between 
the persona! and the social. 


The basic difficulty is that we find a gen- 
erally accepted belief about a product that 
must be described before we find that belief. 
Essentially this description is technical in 
nature; and, although that description con- 
tains all of the stimuli that the product has 
with which to act on the consumer (includ- 
ing such stimuli as the word “Cadillac’”), 
the concensus we find is a consumer reaction 
to the product thus defined. 

In other words, whether or not there 
exists some general consumer accord about 
a product, we cannot escape the fact that 
such accord is a consumer reaction to the 
product as we have already defined it. To 
turn around after we have defined the 
product and found certain general beliefs 
and attitudes about it and include some part 
of those beliefs in our product description 
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certainly adds nothing to our powers of 
communication. 
' More than that, however, unless we can 
attach considerable temporal stability to 
this central tendency we have found in con- 
sumer reaction to the product, it can be 
misleading to add to our product descrip- 
tion in this way. Dr. Woods is, of course, 
aware of this; and it will be recalled that 
temporal stability of the social concensus 
about the product is the second base of his 
product variable. 

When we consider the role of time, how- 
ever, surely the important problem is not 
to emphasize the fact that some consumer 
attitudes and beliefs about products are 
stable for a long time. Rather, we should 
emphasize that they tend to vary in time, 
given a change in market stimuli. 

It is agreed that something must be added 
to the triad of motive, cognition, and habit 
in order to understand a certain product 
market. Rather than imposing upon this 
triad a classification such as Dr. Woods has 
suggested, however, we should add to our 
analytical tool kit the concept of time in 
the market place. 


The basic problem is as follows. In any 
fairly short period of time, the consumer 
reacts to a given change in the market 
within a certain complex of habits, motives, 
and degree of understanding. As time 
passes, however, not only do some of his 
habits undergo revision (the cognitive 
faculty becomes operative) but his motives 
come into question. There follows, there- 
fore, an adjustment to the given change of 
data that corresponds to the adjustments 
the consumer makes within himself. 

What might be called “social attitudes” 
also comes into question. Through the 
action of the cognitive faculty, such matters 
as prestige seeking, desires for maturity 
symbolized by consumption habits and 
status seeking, all pass under review to 
some degree. In other words, time in the 
market place is identified with certain oper- 
ations, adjustments of motives, habits and 
knowledge, made by the consumer. The 
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longer the time, the more operations there 
are performed. 

Dr. Woods is discussing the elements of 
a consumer decision. However “irrational” ¢ 
it may be to act by habit, or to have certain 
motives, or to accept certain statements as 
true, the fact remains that the “Dr. Woods 
consumer” does act on the basis of a deci- 
sion. 

This is a useful way to look at consumer 
behavior. At every point in time, the con- 
sumer makes a decision relative to his 
habits, motives, and cognition at that point 
of time, in the light of the changes in data 
presented to him. As time passes, however, 
in adjusting to the hypothesized change of 
data, the consumer may change his motives, 
habits; and along with these changes his 
understanding of the situation changes. 

From this point of view, a certain motive 
structure, a certain set of habits, a fixed 
cognitive faculty are all conceived as para- 
meters of adjustments made in the short 
period. In time, however, all of those para- 
meters themselves vary, or can be varied, 
yielding the long-period adjustment. 

There is nothing in this concept that 
implies any objective rationality on the part 
of the consumer. “Subjective rationality” 
is implied, however, by which the consumer 
makes his adjustments subject to his own 
set of behavior norms. In other words, the 
consumer’s problem in both our concept 
and that of Dr. Woods remains one of 
choice. But his division of the market vari- 
ables into consumer and product variables 
obscures the temporal continuity of con- 
sumer choice. In fact, the product variables 
appear to be interpreted by him in terms 
of institutional and historical constancy, 
which clearly is not a tenable position for 
most products. 

It is not a forward step for marketers to 
accept and endeavor to make use of any 
system of classifications of market variables 
that smacks of institutional constancy. 
What is required is an operational definition 
of time in the market place, rather than a 
somewhat mysterious identification of 
short-period variation with the consumer, 
and long-period variation with the product. 
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in Tourist Surveys 
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HILE surveys of tourism have become 

widespread in recent years, great va- 
riety exists in the procedures employed to 
sample the “tourist population.”! During 
the summer of 1958, the author undertook a 
study of tourism in Montana.” The require- 
ments of the study dictated that informa- 
tion be sought by personally interviewing 
tourists leaving the state at highway check 
points, as well as at overnight accommoda- 
tions where more complete information could 
be gathered. In addition, a mail-return sur- 


*See Reinhold P. Wolff, “Estimating the 
Market Potential of a Floating Population,” 
JOURNAL OF MARKETING, Vol. 19 (July, 
1954) pp. 12-17; L. J. Crampon, “Tourist Re- 
search—A Recent Development at the Univer- 
sities,” JOURNAL OF MARKETING, Vol. 
20 (July, 1955) pp. 28-35; and Robert E. 
Waugh, “Increasing the Validity and Reli- 
ability of Tourist Data,” JOURNAL OF 
MARKETING, Vol. 20 (January, 1956) pp. 
286-288. 


*Tourist Travel and Expenditures in Mon- 
tana, by William S. Peters and John S. 
Wright, published by the Montana State High- 
way Commission in co-operation with the U. S. 
Department of Commerce, Bureau of Public 
Roads, 1959. 
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Dr. Peters received the Ph.D. from the University 
of Pennsylvania in 1954. His publications include ar- 
ticles in the fields of urban demography, public lands, 
consumer expenditures, transportation geography, and 
recreation-tourism. 
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Investigators need to consider the underlying probability mechanisms 

ae tourist samples selected by conventional procedures. Some 
procedures exclude certain segments of the tourist “population” alto- 
gether, and generate a quite unequal representation of other population 


An experiment conducted with a mail-return ont confirms the view 
that substantial biases are produced through self-se 


ection. 


vey was conducted which duplicated certain 
questions included in the personal inter- 
view schedules. 

The several samples afforded a unique 
opportunity to study the consequences of 
some different selection and interviewing 
techniques in tourist surveys. 

The interview at overnight accommoda- 
tion places contained items on origin and 
characteristics of the tourist party, travel 
plans, recreational activities, and daily ex- 
penditures. Primary sampling units were 
selected through a systematic stratified 
sampling of a substantially complete listing 
of motels, hotels, resorts, and campgrounds 
in the state. A systematic selection of 
individual] accommodation units and camp- 
sites from the primary sampling units was 
carried out in the field. Sampling was suc- 
cessfully spread over the various weeks of 
the tourist season and various days of the 
week, so that the sample fairly represented 
a determinable fraction of average daily 
tourist occupancy in commercial establish- 
ments and campgrounds during the season. 

The short roadside interview, with ab- 
breviated coverage of the same items of 
information, was conducted with parties 
leaving Montana at seventeen peripheral 
check stations. Exposure of interviewers to 
traffic was equally distributed among the 
stations; and each station was covered for 
one 16-hour period in early, mid, and late 
season. 

The mail-return interview was a self- 
administered, shortened form of the per- 
sonal interview schedule used at places of 
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THE FORUM 


overnight accommodation. Twenty pack- 
ages of fifty interviews each were left with 
motel operators, chosen so as to achieve a 
“reasonable” geographic dispersion over the 
state. Selection was purposely made to 
obtain high-traffic motels with operators 
who were willing to cooperate in distribut- 
ing the questionnaires. 

The fifty questionnaires were displayed 
on the registration counter in a box with 
a sign, “Montana Tourist Survey—Take 
One.” No special instructions were given 
the operators. The total sample sizes were 
293 for the personally administered “ac- 
commodations” sample, 8,490 for the road- 
side check station interviews, and 847 for 
the mail-return sample. 


TWO TOURIST POPULATIONS 


The sampling of tourists at overnight 
accommodation places and the checking of 
motoring parties leaving the state are 
probably the two most widely used tourist 
survey techniques. However, these methods 
sample two very different “populations,” 
and each methed is quite selective when 
viewed in terms of the other. 

An accommodations-type sample is essen- 
tially a sample of tourist party-days, since 
the probability of inclusion of a given 
tourist party varies according to the length 
of stay in the state. The peripheral check- 
point survey achieves a direct sampling of 
out-of-state tourist parties, if each party 
can be assumed to leave the state but once. 
In addition, either type of sample is likely 
to be selective in terms of its own “target” 
population. The roadside survey actually 
covers only those traveling by automobile; 
and the accommodations sample is really 
only a sample of party-days spent in com- 
mercial accommodations and recognized 
campgrounds. 

One may want to cast his survey results 
in terms of parties, or the party-day may 
appear to be the more fundamental unit. 
Either basis may be used for the actual 
sampling, so long as the analysis of the data 
takes full account of the probability frame- 
work employed. Where this is not recog- 
nized, the results will be badly biased. 
Where it is recognized, there will be other 
problems. The cost of making weighted 


estimates and the adequacy of sample num- 
bers within particular strata are examples. 
A small sample of party-days will yield 
relatively little reliable information about 
short stayers; and a small sample of parties 
will not yield much information about those 
who stay longer and account for quite a 
large share of tota! tourist expenditures. 


NON-COMMERCIAL OCCUPANCY 


Our experience with alternative tech- 
niques suggests that sampling of tourists 
at overnight stopovers will fall considerably 
short of accounting for total tourist occu- 
pancy in a state. This indication was 
gained from questioning parties leaving the 
state about the kind of accommodations en- 
joyed the previous night. The responses 
were weighted according to length of stay 
in the state, in order to estimate distribu- 
tions of party-days as contrasted with 
parties. 

Occupancy of traditional commercial 
establishments—hotels, motels, and resorts 
—accounted for only 63 per cent of all 
parties and 52 per cent of occupant-days. 
When camping (which can be sampled 
fairly completely in an occupancy survey) 
is added, coverage in an occupant survey 
would still have lacked about one-quarter 
of all parties and one-third of all party- 
days. Those staying with relatives and 
friends comprised the largest part of the 
uncovered population. A direct sampling 
of this kind of occupancy would be in- 
herently difficult. 

Where occupancy is directly sampled, the 
tourist surveyor should state specifically 
what groups are omitted by his sampling 
procedure. Where occupancy is determined 
by questioning a group sampled by some 
other means, the question employed may be 
faulty. Does occupancy of previous night 
provide an unbiased measure of overall 
occupancy among the several types of 
accommodations? When the question is 
asked of parties leaving a large state whose 
tourist attractions are unevenly distributed 
geographically, one has serious doubts. 


Surveys conducted within a state, if not 
“tied” explicitly to an occupant unit frame- 
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work, are likely to be samples of traffic, 
although the fact may not always be recog- 
nized. Two examples are surveys in which 
tourists are intercepted while visiting 
several leading attractions, and interviews 
with tourists stopping at information sta- 
tions. The mechanics of both procedures 
tend to make the likelihood of inclusion of 
tourist parties proportional to miles trav- 
eled, number of places visited by the party, 
or some other measure of travel or traffic. 

Where the traffic framework is explicitly 
recognized, it may be possible to convert the 
characteristics of the sample, such as state 
of origin, from a mileage to a party base. 
However, some traffic sampling methods will 
generate unequal responses among various 
subgroups of the tourist population. When 
this happens, estimates of characteristics 
related to the basis of selectivity can be 
badly biased. Familiarity with the state, 
an obvious selective factor in an informa- 
tion station sample, will vary according to 
state of origin and previous touring experi- 
ence in the state. Interviewing at major 
attractions can have a similar bias when 
various segments of the tourist population 
have different patterns of travel. For ex- 
ample, our survey found, especially among 
campers, that destinations of Montanans 
were distributed in a way suggestive of a 
deliberate attempt to avoid major attrac- 
tions frequented by out-of-staters. A sampl- 
ing of tourists at major attractions could 
have been quite misleading. 


THE VALIDITY OF MAIL-RETURN TOURIST SURVEYS 


The rather closely controlled sampling 
procedures in the occupant and roadside 
check-point surveys are mandatory when 
expansion of the survey data to absolute 
levels of critical magnitudes in the tourist 
population is desired. However, if all that 
is required of the data are estimates of 
the relative frequency of occurrence and the 
average values of various characteristics in 
the tourist population, less rigorous 
methods might suffice if they were free 
from substantial bias. 

Such characteristics are typically the 
distribution of states of origin, the per- 
centage of tourists with destinations in the 
state of interest, average trip duration, 
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average amount budgeted for the trip, aver- 
age expenditures per party, etc. Our in- 
terest in conducting the mail-return survey 
was to see if the rather loose controls over 
establishment selection and complete lack 
of control over respondent selection had 
really important effects on the values of 
various of these tourist statistics. The 
standard of comparison was the occupancy 
survey. While the comparative results may 
not apply to other tourist surveys conducted 
in other places, other investigators may 
wish to consider them. 

Grouped by subject matter, a comparative 
analysis of the two survey methods revealed 
the following: 

Destinations. No significant difference 
could be found in major destination items. 
The percentage of parties with Montana 
destinations, the percentage of parties who 
listed Glacier or Yellowstone Park as their 
destination, and the regional distribution of 
out-of-state destinations were checked, with 
no measurable difference appearing. 

Trip Characteristics. Total trip durations 
did not differ markedly between the two 
surveys; but length of stay in Montana 
did, with the mail-return producing a larger 
proportion of one-night and two-night dura- 
tions, and a smaller proportion of parties 
staying six nights or more. This difference 
probably arose more from the different 
establishment coverage than from the volun- 
tary response factor. In amounts budgeted 
for the entire trip, the mail-return average 
was $100 in excess of the average from the 
occupant survey ($511 to $411). The re- 
spondents’ estimates of expenditures per 
day averaged $27.12 in the mail-return 
sample, as compared with $22.93 for the 
entire occupant survey, and $24.10 for non- 
campers in the occupant survey. 

Travel Characteristics. Average miles 
traveled “a day” and average miles traveled 
“today” as revealed by the mail-return sur- 
vey were somewhat greater than in the 
occupant survey. The sample differences 
were barely significant, however. 

Activities. In general, the percentages of 
respondents claiming participation in vari- 
ous activities while in Montana were higher 
in the occupant survey than for the mail- 
returns. The presence of the interviewer 
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may have biased the responses in the occu- 
pant survey. Even taking this lower level 
of claimed participation in the mail survey 
into account, the prevalence of camping and 
horseback riding among respondents to the 
mail survey was extremely low. The inter- 
viewer bias in the occupant survey may 
have been especially acute on these items, or 
more likely it simply reflects the difference 
in establishment coverage. 

Summary. It appears that the mail- 
return survey produced biased results as to 
state of origin of parties, but not as to 
destinations. The traveler from Montana 
or its immediate surrounding area perhaps 
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does not consider himself a “tourist,” and 
thus is not as likely as others to pick up 
and complete a voluntary questionnaire 
labeled “tourist survey.” This difference in 
composition of the two samples could ac- 
count for but a minor part of the differences 
in the budget and expenditure items. The 
substantial occupational and expenditure 
biases are just what may researchers would 
expect to encounter in a voluntary response 
survey. Since state of origin, length of stay, 
and dollar expenditures are central to most 
tourist studies, control over respondent 
selection through probability approaches 
appears essential. 


Food for Leisure-time Thought 
The face of the Scotchman traveling in France during the 16th 


century turned claret-red at some of the things the French did 
to avoid boredom. Seeing French workmen playing tennis during 
the weekend idle hours so scandalized this conscientious visitor 
that he wondered how the French got anything done at all. Yet, 
in the 16th century, France was becoming one of the most pro- 
ductive countries of Europe. Perhaps the French pursuit of 
games was a help rather than a hindrance to their success in 
building the national style of life which millions of people all 
over the globe still regard as a model of civilized existence. Con- 
sideration of that chapter of history leads to the following 
questions: 

* Is the United States in the 20th century assuming 
more and more of the task of developing that level of 
civilization which the French sought? 

* Is the American preoccupation with the pleasures and 
pains of leisure an indication of this course? 

* What should business executives know about the state 
of leisure in the United States today? 


* In what ways are we ill-equipped—in our thinking 
about our economy—to cope with the problems of 
leisure? 

* What predictions are in order about the future of 
American social and economic adjustment to the new 
leisure? 

—Reuel Denney, “The Leisure Society,” 
Harvard Business Review, Vol. 37 
(May-June, 1959), p. 46. 
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George Burton Hotchkiss 
EORGE BURTON HOTCHKISS was 
born in Naugatuck, Connecticut, March 

2, 1884. He spent his entire active career 
in teaching and writing, continuing to his 
death on March 28, 1953. All of his career 
was closely identified with his dedication to 
the art of writing and its applications to 
business. One year 
after his Yale A.B. 
(1905), and the year 
of his A.M. from 
Yale (1906), he won 
the student poetry 
prize with his contri- 
bution “The Birth- 
right’’ (Perry 
Press). This was his 
first published work. 
For two years he 
taught at Beloit Col- 
lege, and then came 
to New York Uni- 
versity, where he re- 
mained. He taught 
English composition 
at the University 
Heights in addition 
to Business English 
and argumentation 
in the School of 
Commerce, Accounts, 
and Finance. Later he developed the busi- 
ness course of advertising copy, followed by 
the organization of a Department of Adver- 
tising and Marketing in 1915. As head of 
the new Department, he continued to ex- 
pand the curriculum until, in 1928, he re- 
signed the chairmanship to take a year’s 
leave for scholarly study in England. He 
resumed the chairmanship upon the retire- 
ment of Professor Hugh Elmer Agnew in 
1943, a post he retained until 1950. That. 
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GEORGE BURTON HOTCHKISS 
1884-1953 


By D. B. LUCAS 
New York University 


year he received an honorary Litt.D. from 
New York University and was made Pro- 
fessor Emeritus of Marketing. 

While his pioneering vision and leader- 
ship in the teaching of advertising and 
marketing had great impact, his career may 
be held in better perspective by examining 
his writing. His 
first outstanding 
book, written in col- 
laboration, was 
Handbook of Busi- 
ness English (Har- 
per: 1914, 1915, 
1917, 1920, 1945), 
followed by Ad- 
vanced Business 
Correspond- 
ence (Harper: 1921, 
1924, 1935, 1947). 

In collaboration 
with three other dis- 
tinguished pioneers 
in the teaching of 
advertising, he wrote 
Advertising, Its 
Principles and Prac- 
tice, published in 
1915. The other three 
authors were Harry 
Tipper, a prominent 
advertising man, Dr. Harry L. Holling- 
worth, a noted psychologist, and Frank 
Alvah Parsons, outstanding commercial ar- 
tist. The book was revised in 1919 and 
1925 under a new title, The Principles of 
Advertising. 

The next book, which he considered his 
greatest professional contribution, was Ad- 
vertising Copy (Harper: 1924, 1936, 1949). 
During a period when the advertising busi- 
ness was beginning to attract the talents 


= 
ies 


A PIONEER IN MARKETING 


of gifted writers, Advertising Copy was a 
classic in its field, and for twenty-five years 
held a place on the Printers’ Ink list of “The 
Best” advertising books. Never, before or 
since the publication of this book, has there 
been so much stress on the art of writing 
as it relates to expression in advertising. 

After his sojourn in England, Professor 
Hotchkiss set about editing the treatise on 
which he had been doing extensive research 
in the British Museum, the Bodleian Li- 
brary, and the Goldsmith’s Library. It was 
published as Wheeler’s Treatise of Com- 
merce in 1931 by the New York University 
Press. This historical document stands as 
his most scholarly work. 

Also, on the basis of his research abroad, 
Professor Hotchkiss published Milestones 
of Marketing (Macmillan: 1938). This was 
a history of the evolution of marketing 
methods, with considerable emphasis on 
English trading activities. 

His final full-length book was An Outline 
of Advertising (Macmillan: 1933, 1940, 
1950). It has been used extensively as a 
college text for introductory courses in ad- 
vertising. The frequency of his revisions 
of this book and others reflects his drive to 
keep revitalizing his guides for practition- 
ers. To him the phrase, “the dynamics of 
advertising,” had very real meaning. 

While the major writings of Professor 
Hotchkiss reflect a rich, productive career, 
he managed to be prominent in many other 
activities. One of these was his service 
during World War I in the Bureau of Im- 
ports of the War Trade Board and as an 
associate of the Committee on Classification 
of Personnel in the Adjutant General’s Of- 
fice of the War Department, 1918-1919. This 
was the famous wartime personnel commit- 
tee headed by the late Walter Dill Scott. 

The New York University Chapter of 
Alpha Delta Sigma, national advertising 
fraternity, was established as the George 
Burton Hotchkiss Chapter in 1933. This 
chapter rapidly accumulated an unmatched 
host of the great leaders in the advertising 
business: James D. Mooney, Ralph Starr 
Butler, William E. Robinson, George Gallup, 
Raymond Rubicam, Ben Duffy, Roy Larsen, 
Charles Mortimer, James Webb Young, and 
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Lowell Thomas, to name just a few. Many 
of these men, in days before the teaching 
of marketing was so well recognized in col- 
leges, said, “I don’t know much about this 
organization, but if George Hotchkiss is 
connected with it, I accept!” 

In a unique gesture Advertising and 
Selling magazine struck a Silver Medal and 
conferred it on Professor Hotchkiss in 1948 
on the occasion of the Annual Advertising 
Awards “for distinguished services to ad- 
vertising education.” Then, in 1955, as regu- 
lations for posthumous awards permitted 
the recognition, Professor Hotchkiss was 
elected to the Advertising Hall of Fame. 

Other professional! activities included 
youthful experience as a reporter for the 
New York Evening Sun, and two years as 
a part-time copy writer for the George 
Batten Company. He served on several oc- 
casions as an expert witness, notably in 
1943 when he testified at a hearing of the 
House Subcommittee investigating restric- 
tions on braud names and newsprint. He 
was active in the American Marketing As- 
sociation, and served as a Vice President 
in 1937. 

Always a great competitor and lover of 
sports, Professor Hotchkiss was an avid 
baseball fan and splendid golfer. He also 
kept a running chess game going in the 
Correspondence Chess League of America. 
He was deeply devoted to a wide range of 
interests, and always at the top of the list 
was his interest in his collection of rare 
books pertaining to business. His classroom 
lectures and his writings reflected the rich- 
ness of his reading experience. 


* Regarding A PIONEER IN MARKETING. In order 
to pay tribute to the men who have been leaders in 
the field of marketing, some years ago the American 
Marketing Association established a Committee on 
Biographies to run @ series of statements on the 
pioneers in the field. In this series the Association 
honors the distinguished men of the past, and those 
of the present who are approaching retirement, who 
have contributed in an outstanding way to the thought 
and development of marketing. 


Wroe Alderson John E. Jeuck 
Albert W. Frey Fred M. Jones 
E. T. Grether Franklin Lynip 


Perry Bliss, Chairman of Committee on Biographies 
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By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, Inc. 
Chicago 


Increasing the Success-Odds 
in Marketing New Products 


RODUCT development represents one of 

the few remaining frontiers open to 
American businessmen. Its importance in 
today’s economy can hardly be overempha- 
sized. New products are not only the basis 
of a company’s growth but now are literally 
the basis for its very survival. 

According to a recent American Manage- 
ment Association survey of some 400 cor- 
porations representative of U.S. industry, 
industry increased its 1960 investments for 
new product development by 10 per cent 
over the 1959 level. It was reported that 
these corporations spent an average of 3.7 
per cent of 1959 sales for product develop- 
ment that year. 

_ Approximately 30 to 75 per cent of the 
present sales of industrial corporations are 
accounted for by products not in existence 
ten years ago. It is said that in the Genera) 
Electric Company one out of three em*: 


ployees is working on products that were . 


not produced before the war. 

Yet within this climate and framework, 
note that only about one of every nineteen 
new products will succeed! The Department 
of Commerce has estimated that 90 per 
cent of all new products fail within four 
years. What can be done to improve these 
success-odds? One important step can be 
an examination of several of the critical 
areas of new product development. 


CRITICAL AREAS 
Three of the most critical areas in a new 
product development program are these. 
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First is the concept-and-planning stage. Sec- 
ond is the climate of customer orientation 
or the degree to which a company is cus- 
tomer- and marketing-oriented. The third 
area is the communications program for 
new products, with a particular emphasis 
on a company’s recognition and understand- 
ing of the importance of product and cor- 
porate images. 


PRODUCT CONCEPT AND PLANNING 

It is in this very initial stage of new 
product concept and planning that many, 
many companies fail. Failure results when 
the company had no formalized product 
concept and no real planning or program- 
ming. Too little managing and too much 
informality can undermine and destroy a 
company’s product program. 

“Planning New Products” published by 
Machine Design magazine and authored by 
Dr. Philip Marvin, Division Manager of the 
Research & Development Division of the 
American Management Association, indi- 
cates the degree to which a company can 
make new-product development a science. 

Dr. Marvin suggests some thirty-three 
steps in developing new products. The first 
and obvious step is to pin down the product 
concept when the basic product ideas are 
established and defined. The second step 
must include some preliminary screening 
so that an initial appraisal eliminates prod- 
uct ideas obviously impractical. A patent 
search is always called for. Some kind of 
technical or economic survey must be con- 
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ducted, to assess the practicability of the 
product in the nature and size of market, 
the sales methods, and the profit potential. 

Simultaneously with some of these initial 
steps should be a literature search, to relate 
to the product concept and the market. The 
final screening step is the point where the 
acceptance or rejection of ideas is based 
upon the findings of some of the three or 
four earlier steps. Once final screening is 
completed, the proper new-product develop- 
ment program will speed ahead with project 
scheduling and further development of the 
preliminary technical and economic survey 
information amplifying the initial study 
in this area. Research will help to establish 
certain basic new principles and data re- 
lated to the project. 

At the so-called development stage there 
will be constructed a preliminary model of 
the product. The engineering stage finds an 
incorporation of sound principles of con- 
struction in the model. And at this point, 
Dr. Marvin suggests a thorough manage- 
ment review and an approval of the pilot 
run. Prior to the pilot run, the design 
should be reviewed to make certain that 
it incorporates the best features for per- 
formance, production, serviceability, cost, 
and sales appeal. A prototype model is con- 
structed, and this is given performance 
tests and engineering tests. Field tests 
under actual working conditions are given 
the prototype model. Test data are analyzed 
and designs are revised to improve the 
performance or the ease of manufacturing, 
to seek out further cost savings and to 
introduce additional sales appeal. 

At this stage the prototype model is re- 
designed to incorporate certain new design 
features, and final product styling is in- 
corporated. The design is reviewed and 
design modifications made to improve the 
ease of production and to lower cost. The 
twentieth step is that point in which all 
final design modifications are incorporated 
into this model. 

During the preliminary production analy- 
sis the design is processed for manufacture. 
The next two steps concern a decision by 
the company to manufacture certain ele- 
ments or parts of the product and to pur- 
chase certain parts in sub-assemblies from 
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the outside. The twenty-fourth step is a 
realistic cost analysis, including the manu- 
factured and the purchased parts. This is 
followed by pilot run in which a small 
quantity of the product is produced to test 
manufacturing cost estimates and the mar- 
keting program. 

There should be an initial market test 
in which the pilot run is marketed in a 
selected area for experimental and analyti- 
cal purposes, The wise industrial marketer 
might borrow a page from the consumer 
marketer’s book and explore the techniques 
and methods used in experimental and test 
marketing. 

The next stage includes an examination 
of the results of the market test and, if 
the profit outlook appears favorable, pro- 
duction is then released. Service facilities 
must, of course, be organized for many new 
industrial products. Sometimes the new 
product will fit present distribution chan- 
nels already used by the company. On the 
other hand, it is often necessary to adapt 
a new product to entirely new distribution 
channels not previously used by the firm. 
Along with the service facilities, of course, 
there may be a need for the development of 
a sales organization. 

Step 31 finds equipment, tools, gauges, 
and fixtures being made ready for produc- 
tion. Next to last step finds manufacturing 
commencing. The last step is the “bread- 
and-butter” production and distribution 
where the product is manufactured and 
sold. 

CUSTOMER ORIENTATION 


A second critical need is for a climate 
and business philosophy of customer orien- 
tation. The marketing concept implies that 
the company should find out what the cus- 
tomer wants and then giving it to him—at 
a profit. Failure to do this is what Dr. 
Theodore Levitt of Harvard calls “market- 
ing myopia,” which makes a company prod- 
uct oriented rather than customer oriented. 
Marketing myopia means that management 
thinks of itself as producing products—not 
as providing customer-creating value satis- 
factions. 

One of the principal symptoms of mar- 
keting myopia is a resistance to marketing 
research. The failure to use marketing re- 
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search is the loophole or stumbling block 
that often contributes to new-product 
failure. 

Those companies which are customer 
oriented and market oriented are finding 
many significant trends taking place in the 
world’s business. While some companies 
may choose to market basically within the 
confines of the United States, there will 
be other companies who, to insure their 
growth and to insure the happiness of 
their stockholders, will have to market 
internationally. 

In 1956, imports to the United States 
were $12.6 billion, but by 1959 had grown 
to $15.2 billion. And in 1956, our exports 
were substantially greater than our im- 
ports, $17.3 billion, yet by 1959 had de- 
creased by a billion dollars with a total 
loss to the United States of some $3.6 
billion in its import-export ratio. 

Eventually firms have to make a choice 
concerning their international marketing 
operation. They must decide whether to set 
up licensees around the world or whether 
to set up manufacturing plants and dis- 
tribute from them. Or they will have to 
decide to limit their marketing efforts to 
the United States. 


The third critical area of new-product 
planning and development is that of com- 
munications. Tools of communication range 
from advertising and sales promotion to 
direct mail, catalogs, booklets, and bro- 
chures to formalized product publicity and 
corporate public relations, trade shows, ex- 
hibits, films, and a great variety of sales 
aids. 

The essential first step in developing a 
new product communications program is 
the proper assignment of objectives. These 
will vary by the basic product itself, its 
characteristics, its pricing, its application, 
and its uses. The volume and profitability 
and the sales potential of a new product 
will help to determine what the communi- 
cations objectives should be. And, of course, 
the markets and the buying influences in 
those markets will help to determine the 
proper communications. The competitive sit- 
uation often is a major factor in how a 
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company communicates new product infor- 
mation. The current status of the industry, 
its economic condition at the present time, 
the cyclical and seasonal influences in an 
industry will also affect communications 
objectives. 

Imagery 

Those companies which are beating the 
success-odds of product introductions are 
usually companies which recognize that 
present products in the line have product 
images within the minds of customers and 
prospects. These product images may be 
very clear, distinct, and positive, or may 
be cloudy and relatively unknown in the 
minds of the buyers. Dependent upon the 
status of present product images, the com- 
munications program for new products 
must be developed within this image cli- 
mate. 

Corporate Images 

These same companies are recognizing 
that they have corporate images, personali- 
ties and characters in the minds of cus- 
tomers, prospects, employees, suppliers, and 
the financial community. A successful com- 
pany recognizes that the product or brand 
image is often the key ingredient of long- 
term success in the market place. They also 
recognize that the corporate image is part 
of this long-term success as well. In a sale 
of industrial products of similar function, 
quality, and price marketed by several 
manufacturers with about the same visible 
effort, the customer’s buying decision may 
be based to a great extent on his impres- 
sions of the manufacturer—the image, the 
reputation or personality that the corpora- 
tion has established in his mind. 

A program for measuring and evaluating 
the present image should be developed, as 
well as a timetable for re-evaluating the 
image at periodic intervals. Normally, every 
eighteen months or two years would suffice. 

When a company consciously and system- 
atically works to transmit a clear, con- 
sistent, and favorable image of itself and 
its products through all forms of communi- 
cation—when it establishes clearly defined 
goals and a method of reaching them—the 
result is a combination of corporate and 
product image which works in a powerful 
and profitable way. 
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The most important recent developments in 
the legal framework within which marketing 
must function are reported under the topical 
outline presented below. More detailed infor- 
mation about individual items may be obtained 
by reference to the source cited for each case. 
References to CCH are to the Commerce 
Clearing House Trade Regulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 
I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


- REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 

mum) 

. REGULATION 
DISTRIBUTION 
A. Operating Features of Marketing In- 

stitutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


- REGULATION OF UNFAIR COMPE- 
TITION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANE- 
OUS DEVELOPMENTS 


OF CHANNELS OF 


MARSHALL C. HOWARD 
University of Massachusetts 


RAY O. WERNER 
Colorado College 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. Briggs Manufacturing Company v. 
Crane Co., CCH {69,730 (D.C. E. Mich., May, 
1960). [K.J.c.] 


A buying spree in which the Crane Co. ac- 
quired about 20 per cent of the stock of Briggs 
Manufacturing Co.—a competitor in the plumb- 
ing fixtures industry—has resulted in a tempo- 
rary injunction forbidding the former to solicit 
proxies from other stockholders of Briggs or 
to vote the shares that it holds. 

The stock acquisition program had been con- 
ducted with the acknowledged purpose of 
changing the management of Briggs to secure 
one favorable to a merger between the two 
corporations. 

To issue such a preliminary injunction, the 
Court had to find that the stock acquisition 
threatened injury to Briggs and might well 
constitute a violation of the anti-merger sec- 
tion of the Clayton Act (Sec. 7). According 
to the Court, the threat of injury would arise 
from the embarrassment to Briggs of having 
representatives of « competitor on its Board 
of Directors. The probable violation of the 
Clayton Act was determined by applying the 
thinking of the Congress which in a House 
Report (81st Cong., Rep. No. 1191) had noted 
some of the factors that would indicate a 
substantial lessening of competition—namely, 
a substantial increase in concentration, the 
elimination of a substantial factor in competi- 
tion, the elimination of a substantial source 
of supply, or a change in relationships among 
buyers and sellers which would deny rivals a 
chance to compete. The merger of Crane and 
Briggs would produce all of these results. 

The tests of a substantial lessening of com- 
petition enunciated by Congress in the above 
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Report are playing an important role in anti- 
trust litigation and were employed by the 
court which forbade the Bethlehem Steel- 
Youngstown merger. (See JOURNAL OF 
MARKETING, July, 1959.) In a sea of con- 
fusion, these tests appear to offer the courts a 
life raft to which they can cling. However, 
a little thought reveals that they are far less 
broad and flexible than they sound. In fact, 
they boil down to not much more than a single 
test—namely, what is the effect of the merger 
on concentration—for it is hard to imagine 
how a substantial factor in competition or 
source of supply could be eliminated without 
resulting in a substantial increase in concen- 
tration within the market. But such a single 
test is too dogmatic to win the favor of the 
courts, and the formula enunciated in the Re- 
port sounds more palatable. 


2. United States v. Columbia Pictures 
Corporation, et al., CCH {69,766 (D.S. S. N.Y., 
July, 1960). [K.J.c.] 


After a number of victories in enforcing 
the amended (1950) Section 7 of the Clayton 
Act, the Government has received its first set- 
back. However, in incurring the set-back, it 
secured a new interpretation of the Section by 
the Court which, if it stands, may more than 
offset the defeat in the course of time. 

The Government had brought a civil anti- 
trust suit against Columbia Pictures, its sub- 
sidiary Screen Gems, and Universal Pictures 
Company attacking the arrangement whereby, 
in 1957, Universal had contracted to turn over 
its pre-1948 library of 600 films to Screen 
Gems for exclusive distribution for television 
use on a revenue-sharing basis. 

Although the most interesting part of this 
decision concerns Section 7 of the Clayton Act, 
the Government also charged that the contract 
between Universal and Screen Gems consti- 
tuted price fixing, illegal per se. However, 
this charge was dismissed by the Court, for 
what looked like price-fixing to the Govern- 
ment seemed to the Court to be nothing more 
than a practical business measure to secure 
a practical business result. Universal] had a 
library of films but no distributing organiza- 
tion in the television market; Screen Gems 
had the distributing organization but was run- 
ning low on films to be distributed; to bring 
Universal and Screen Gems together was a 
logical arrangement, and it was not unnatural 
that the former would seek to protect itself 
against discrimination by a provision in the 
contract that its films should be distributed 
on terms no less favorable than those for 
Columbia’s. 

The Government lost in its efforts to convict 
the Universal-Screen Gems contract arrange- 
ments as contrary to Section 7 of the Clayton 
Act primarily because the Court found that 
the line of commerce involved was not “fea- 
ture films,” as the Government contended, 
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but programming material of all sorts—live 
shows, videotaped broadcasts, shorts, cartoons 
and so on. 

The question of the line of commerce is apt 
to be the key issue in any Section 7 case, and 
the Court’s decision in this suit need hardly 
cause surprise, since it has been pointed out 
many times in these columns that the answer 
to this question must largely be subjective 


with the judges. Since we have seen the Su— 


preme Court waver all the way from a finding 
that cellophane was only a part of the flexible- 
wraps industry to a decision that champion- 
ship boxing bouts are a product separate and 
distinct from ordinary professional fights, we 
need not be shocked to discover that the dif- 
ferent courts are hardly consistent with one 
another. 

The most significant part of the Section 7 
decision favored the Government in spite of 
the fact that the case was lost. The 1950 
amendment to Section 7 makes it illegal under 
certain circumstances for a corporation to 
“acquire the whole or any part of the assets” 
of another corporation. But what does this 
provision mean? Does “acquire” mean pur- 
chase and does the term “assets” refer only 
to fixed capital assets, or are the terms much 
broader? 

The defendant in this suit argued that this 
statute was only directed at merger-type ac- 
quisitions. This argument the Court refused 
to accept. The terms were not limited in the 
law; assets included anything of value; and 
the Act was equally pertinent whether the 
assets were acquired by purchase, assignment, 
lease, license, or otherwise. “The fact that 
an item of value may not be treated as an 
asset for purposes of taxation or bookkeeping 
. is not conclusive . . . There is nothing in 
the legislative history of Section 7 to justify 
the defendants’ viewpoint that the word 
‘assets’ is to be interpreted through the eyes 
of tax experts or accountants rather than 
business men, or that ‘assets’ means only 
‘capital assets.’ ” 

So surprises never end. The anti-merger 
section of the Clayton Act proves to be anti 
much more than mergers. Apparently it 
would now be possible to prosecute a firm under 
the anti-merger section for the sale of its 
ordinary stock in trade if the sale could be 


shown to have the necessary effect on compe- 
tition. 


B. Collusive Practices 


Plymouth Dealers’ Association of North- 
ern California v. United States, CCH 969,726 
(CA-9, May, 1960). 


Continental Baking Company v. United 
States, CCH [69,772 (CA-6, July, 1960). 
[K.J.C.] 


As has been pointed out in these columns 
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many times, price-fixing agreements in inter- 
state commerce are illegal per se under the 
federal antitrust laws. In effect, this expres- 
sion merely means that the courts will con- 
demn them without looking for mitigating cir- 
cumstances that may have brought them about 
and without attempting to determine what 
their results will be and whether the results 
might be in the public’s interest. Because our 
country has legislated that competition among 
business firms shall be the rule and because 
price agreements necessarily limit freedom of 
action which is the basis of competition, price 
agreements are illegal without more ado ex- 
cept in those cases where they have been 
explicitly authorized by law. 

In the Plymouth Dealers case, the Court of 
Appeals has made it clear that because price- 
fixing agreements are illegal per se they are 
illegal even though they are largely unob- 
served and even though there is obviously 
much room left for price competition in the 
form of trade-in allowances. 

The Plymouth Dealers’ Association of the 
San Francisco area had issued retail list prices 
that its members were to observe. These prices 
were padded, amounting to substantially more 
than the prices suggested by the Chrysler 
Corporation, thus enabling the dealers to im- 
press buyers by granting what looked like 
generous trade-in allowances. However, evi- 
dence indicated that price-cutting by the deal- 
ers was rife; and because most sales involved 
trade-ins, the agreed list price was only a 
starting point and was not the net price to 
the buyer. But these facts were not perti- 
nent. In the words of the Court, which quoted 
from the historic decision U.S. v. Trenton 
Potteries (273 U.S. 392 [1927]): “. . . once 
the agreement to fix a price is made, it is 
conclusively presumed that a conspiracy to 
restrain trade exists, and it is ‘immaterial 
whether the agreements were ever actually 
carried out, whether the purpose of the con- 
spiracy was accomplished in whole or in part, 
or whether an effort was made to carry the 
object of the conspiracy into effect.’ ” 

Although price fixing agreements are illegal 
regardless even of such important circum- 
stances as whether they are observed, the Con- 
tinental Baking Company decision makes it 
quite clear that a court must be careful to 
distinguish between economic evidence offered 
to excuse an agreement, which is not relevant 
and should be excluded, and economic evidence 
that might throw light on the existence of an 
agreement itself. 

The Court of Appeals in this instance re- 
turned the suit to the lower court for retrial 
because that court had excluded as irrelevant 
under the per se rule evidence on such things 
as the standardized nature of the products of 
the defendants and similarities in their costs, 
operations, and market procedures. Since the 
evidence of the price agreement was only cir- 
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cumstantial, information on these things might 
have helped the jury to decide whether an 
agreement had actually been reached or wheth- 
er price similarities arose more or less spon- 
taneously. 


C. Market Exclusion Tactics 


Luckenbach Steamship Company, Inc. v. 
United States, et al., 80 S. Ct. 1611 (June, 
1960). 


Riss & Company, Inc. v. Association of 
American Railroads, et al., CCH 969,736 (D.C. 
D. of Col., June, 1960). [K.J.c.] 


One of the criticisms of commission regula- 
tion of controlled industries has been the fre- 
quency with which the industry “captures” 
the regulatory body—that is, the frequency 
with which a nonjudicial sympathy for the 
regulated industry develops among the regu- 
lators. Tle natural evolution of this sym- 
pathy may at times be helped along by favors 
of various sorts extended to the regulators as 
occurred in the case of the Federal Communi- 
cations Commission. As a result, in antitrust 
complaints against a regulated industry, the 
plaintiff often attempts to stage the action in 
the courts where the going may be easier 
while the defendant attempts to shift the 
scene to the regulatory body. 

The ace-in-the-hole of the regulated indus- 
try in this strategic maneuvering is the so- 
called doctrine of primary jurisdiction. Ac- 
cording to this doctrine, an expert regulatory 
body, such as the Interstate Commerce Com- 
mission, is supposed to be given a chance to 
render a prior opinion on a matter within its 
jurisdiction even though the opinion may later 
be submitted to a court for review. In this 
way, the experts are given a chance to ply 
their skills, a pattern of regulation is not dis- 
rupted by the interferences of the courts, and 
chaos is averted. 

It was on the basis of the doctrine of pri- 
mary jurisdiction that the Supreme Court 
upheld a decision of a lower court ordering 
Luckenbach Steamship Company to take up 
with the ICC its charges that the railroads 
were employing below-cost price cutting to 
eliminate Luckenbach and monopolize the 
West-East canned food traffic. According to 
the lower court, which quoted a treatise on 
administrative law, “the test (whether to 
refer to the regulatory agency) is not whether 
some parts of the case are within the exclusive 
jurisdiction of the courts; the test is whether 
some parts of the case are within the exclu- 
sive jurisdiction of the agency.” 

The rule that if part of a dispute is within 
the exclusive jurisdiction of a regulatory 
agency, the dispute must first be referred to 
that agency apparently is not as sweeping as 
it sounds. In Riss & Company v. Association 
of American Railroads, the District Court re- 
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fused to submit to the ICC for its expert 
opinion charges against certain railroads of 
conspiratorial rate reductions. The basis for 
this ruling was a recent dictum of a Court of 
Appeals (Dist. of Col.) that when rate reduc- 
tions are not the sole or dominant issue in an 
antitrust suit but are only one feature of an 
alleged illegal pattern of behavior, the ICC 
may be bypassed. 

Apparently the main difference between the 
situations in these two cases lies in the rela- 
tive importance of the railroad rate reductions. 
In the Luckenbach case, the reductions were 
the main basis of the antitrust charges whereas 
in the Riss case they were only one part of 
the whole. 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 


C. Packaging and Conditions of Sale 


Federal Trade Commission Interpretations 
of Textile Fiber Products Identification Act, 
CCH {6756 (June, 1959); CCH {6759 (May, 
1959). [R.0.w.] 


Section 7(c) of the Textile Fiber Products 
Identification Act (Public Law 85-897, adopted 
September, 1958; effective March 3, 1960) re- 
quires that the Federal Trade Commission 
issue rules and regulations necessary for the 
administration and enforcement of the Act. 
Implementation of this Section of the Act is 
continued in these recent Commission elabora- 
tions and interpretations of the Act. 

Interpretations of the Act, designed to facili- 
tate industry compliance, cover four areas: 
(1) the records that a manufacturer or proces- 
sor must maintain to claim exemption of tex- 
tile products acquired before the effective date 
of the Act; (2) the procedures and standards 
to be used in testing products; (3) the require- 
ments for the disclosure of metallic weighting 
in silk fiber; and (4) the illustrative standards 
for textile labels, advertising, and records re 
quired of the industry. 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 


1. Federal Trade Commission v. Anheuser- 
Busch, Inc., 80 S. Ct. 1267 (June, 1960). 
[R.0.W.] 


The Supreme Court, in reversing the decision 
of the Seventh Court of Appeals, has resolved 
the conflict in the appellate courts over the 
question of whether a national seller’s price 
reduction in a local market constitutes a viola- 
tion of Section 2(a) of the Robinson-Patman 
Act. In April, 1959, the Seventh Court of 
Appeals had held that if competing purchasers 
were not charged different prices, price dis- 


crimination did not occur. In August, 1959, 
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the Tenth Court of Appeals in Atlas Building 
Products Company v. Diamond Block and 
Gravel Company on the other hand had ruled 
that price discrimination by a seller in a local 
market did not require that the recipients of 
different prices be competing purchasers. (See 
report of both cases in JOURNAL OF MAR- 
KETING, April, 1960.) The Supreme Court 
granted the writ of certiorari explicitly to 
resolve this conflict. 

The Supreme Court has now held that price 
differentials between competing purchasers in 
a local market need not be shown; the mere 
showing of a price differential is sufficient to 
support a charge of price discrimination under 
Section 2(a). Furthermore, the Court, in 
disposing of an Anheuser-Busch contention, 
ruled that proof of illegal price discrimination 
did not require proof “that the lower price is 
below cost or unreasonably low for the pur- 
pose or design to eliminate competition and 
thereby obtain a monopoly.” In dismissing 
Anheuser-Busch’s final contention, Chief Jus- 
tice Warren speaking for the Court declared 
that the “fact that activity which falls within 
the civil proscription of Section 2(a) may also 
be criminal under Section 3 is entirely irrele- 
vant.” 

The Supreme Court emphasized that proof 
of price discrimination by the showing of a 
mere price differential was proof of only one 
of the elements necessary to sustain a charge 
that Section 2(a) had been violated. The 
issues of the sufficiency of injury to competi- 
tion and of the seller’s good faith in lowering 
prices to meet competition require resolution. 
Therefore, although judgment was reversed 
on the specific issue before the Supreme Court, 
the case was remanded to the lower court for 
rehearing on the still-unresolved issues. 

Once again adherence to a workable legal 
definition equating price discrimination to a 
price differential will probably operate to 
reduce price flexibility. The Supreme Court 
may disavow raising “the specter of a flat 
prohibition of price differentials” but vigor of 
competition may nevertheless be impaired. 
Sellers who have found a price policy adequate 
to maintain a business as a going concern 
may well find the increasing risk of possible 
prosecution for price competition too great. 
The consumer must pay a price when the 
economic burden of new and costly legal en- 
tanglements arising from an _ economically 
sounder definition of price discrimination is 
avoided. That price is the increasing ten- 
dency toward price rigidity now inherent in 
the present legal concept of price discrimina- 
tion. 


2. Federal Trade Commission v. Henry 


Broch and Company, 80 S. Ct. 1158 (June, 
1960). [R.0.w.] 


In a five to four decision, the Supreme 
Court has ruled that a seller’s broker is cov- 
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ered by Section 2(c) of the Robinson-Patman 
Act. Thus, a seller’s broker who accepts a 
reduced commission to enable a seller to lower 
his price and thereby secure the business of a 
select buyer violates the Act. Furthermore, a 
seller who passes on to a particular buyer sav- 
ings in commissions that have been illegally 
granted by the broker also violates the Act. 
This opinion reverses the decision of the 
Seventh Court of Appeals. (Sce the JOURNAL 
OF MARKETING, July, 1959.) 

The rationale of the majority of the Su- 
preme Court is simple. The language of Sec- 
tion 2(c) provides that “any person” making 
an allowance in lieu of brokerage violates the 
Robinson-Patman Act. If a seller’s broker 
agrees with his principal to accept a reduced 
commission on a single transaction so that a 
favored buyer can be given a reduced price, 
the broker and the seller jointly will have 
allowed that price reduction which the broker 
unilaterally could not have legally granted to 
an economically powerful buyer. The buyer’s 
lack of knowledge of the broker’s illegal ac- 
ceptance of the discriminatorily reduced com- 
mission is held to be immaterial to the ques- 
tion of an offense by the broker. The fact 
that a seller might justify the lower price to 
the buyer because of reduced selling costs is 
not relevant to the issue of the broker’s viola- 
tion of the Act since Section 2(c) is inde- 
pendent of Section 2(a) of the Act. The con- 
tention that the decision would provide an 
“irrevocable floor under commission rates” 
is dismissed as “absurd” since, the majority 
holds, a broker may agree to generally re- 
duced commission rates but not to discrimina- 
tory and particular rate reductions. 

On the other hand, the minority opinion 
contends that the legitimacy of the saving in 
the selling costs that were passed on to the 
buyer is the valid issue. Therefore, the minor- 
ity would uphold the decision of the Court of 
Appeals and would hold that a seller’s broker 
is not covered by Section 2(c). Instead the 
minority would entertain a Section 2(a) pro- 
ceeding against the seller, thus raising the 
question of the seller’s cost justification of the 
lower price accorded to the buyer. 

On balance, the opinion of the minority 
seems preferable to that of the majority. To 
foreclose, even partially, the negotiation of 
commission rates between the seller and his 
broker may curtail the legitimate reduction 
of brokerage fees that might support a de- 
fensible cost reduction to a buyer. As sug- 
gested by the minority of the Court, proceed- 
ings under Section 2(a) seem an adequate 
method of protecting the consumer from the 
ill effects that flow from unwarranted price 
discriminations between purchasers. 


8. Federal Trade Commission Guides for 
Allowances and Services, CCH {3605 (May, 
1960). [R.0.w.] 


Sections 2(d) and 2(e) of the Robinson- 
Patman Act have raised difficult questions for 
businesses that provide promotional services 
and facilities to competing purchasers. Cog- 
nizance of the businessman’s difficulty in inter- 
preting the requirement that such facilities 
and services be provided on proportionally 
equal terms has prompted the Federal Trade 
Commission to attempt to make compliance 
with the Act easier by clarifying the relevant 
sections of the Act. To accomplish this clari- 
fication, guides have been issued defining the 
main terms of Sections 2(d) and 2(e) and 
illustrating some of the acceptable and the 
non-acceptable plans for providing promo- 
tional services. Adherence to these guides is 
specifically declared to be inadequate to re- 
lieve any party from compliance with any 
pending or promulgated Cummission decision. 
The guides are not intended to be a “legal re- 
statement” but instead are a “non-technical 
explanation of what the law means.” The best 
advice for a businessman about to venture into 
the tangled jungle of promotional services is 
the Commission’s caution that these guides 
“are not a substitute for sound legal advice.” 


4. Also noted. 


a. Central Ice Cream Co. v. Golden Rod 
Ice Cream Co., CCH 969,753 (D.C. N. Illinois, 
June, 1960). [R.0.w.] 


Three basic conclusions emerge from this 
case involving two Chicago ice cream manu- 
facturers. First, a violation of Section 2 of 
the Robinson-Patman Act cannot be estab- 
lished when the alleged discriminator neither 
directly exerts a substantial impact on inter- 
state commerce, nor indirectly exerts “con- 
trol or dominion” over the product placed in 
interstate commerce by the buyer. Second, a 
requirement that discrimination in price must 
occur between products of “like grade and 
quality” cannot be sustained if the product 
in which the alleged discrimination occurred 
was manufactured according to a significantly 
different quality standard imposed by the 
buyer. Third, in an intensely competitive in- 
dustry adherence by both parties to customary 
trade practices of special price concessions and 
loans to procure and retain business does not 
constitute actionable price discrimination. 


b. Federal Trade Commission v. Washing- 
ton Fish and Oyster Company, Inc., CCH 
969,781 (CA-9, July, 1960). [R.0.w.] 


A petition to enforce a Federal Trade Com- 
mission cease and desist order was entered in 
this case. The Ninth Court of Appeals reiter- 
ated the old rule (see JOURNAL OF MAR- 
KETING, April, 1960) that the defense that 
price reductions were made in good faith to 
meet competitive prices is not applicable to 
charges under Section 2(c) of the Robinson- 
Patman Act prohibiting payment of brokerage 
to a buyer. 
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B. RESALE PRICE MAINTENANCE 


1. Bulova Watch Co., Inc. v. Robinson 
Wholesale Co. and Robinson Wholesale, Inc. of 
Davenport, CCH {69,752 (Iowa District Ct., 
Polk Co., May, 1960). [M.c.H.] 


A District Court of the State of Iowa has 
declared the non-signer provision of that 
state’s Fair Trade Act to be unconstitutional. 
The Judge notes that some 31 states have de- 
clared their fair trade laws unconstitutional 
for one or more of three possible reasons: 
violation of due process of law, denial of equal 
protection of the laws, and unlawful delega- 
tion of legislative power. In this case the Judge 
likes the last-named reason best. Where the 
parties to the agreement have the legislative 
power to fix the minimum resale price at which 
non-parties may sell there is an unlawful dele- 
gation of legislative power to private parties. 


2. Corning Glass Works v. Max Dichter 
Company, Inc. and Man-Bur Sales, Inc., CCH 
169,748 (New Hampshire Supreme Ct., May, 
1960). [M.C.H.] 


In this decision, the constitutionality of the 
New Hampshire Fair Trade Act, which in- 
cludes the non-signer provision, is upheld. In 
essence, the Court says that what is good 
enough for the Legislature is good enough for 
it unless there are “unescapable grounds” to 
show otherwise. “In short, we believe that a 
government of laws is best served when, in 
such situations as the present, a court exer- 
cises sufficient judicial restraint so that it 
does not substitute its economic or sociological 
predilections for those of Legislature.” 

Several Fair Trade Acts have been declared 
unconstitutional on the basis of an improper 
delegation of legislative powers to private 
persons. But the New Hampshire Court states 
that this law is complete as to purpose and 
general policies and that it does not require a 
person or agent to make it effective. Rather, 
“it merely removes the bar against contracts 
fixing a resale price.” The Court supports this 
thinking by the good-will theory of fair trade 
which urges the protection of the already ex- 
isting property right of the manufacturer of 
the branded goods. And, adds the Court, if the 
purchasers for resale of the goods do not like 
the minimum resale prices they should not buy 
these goods. 

The Court also supports the cash discount 
theory of trading stamps, and the giving of 
stamps is not deemed to be in violation of fair 
trade. Such a practice is common, says the 
Court, and not a form of cut-throat competi- 
tion which fair trade aims to eliminate. 


3. Johnson & Johnson v. Dayton Vitamin 
and Cosmetic Distributors, Inc., CCH {69,738 
(Ohio Ct. of Common Pleas, Montgomery Co., 
May, 1960). 


Hudson Distributors, Inc. v. The Upjoha 


January, 1961 


Company. Hudson Distributors, Inc. v. Eli 
Lilly and Company, CCH {69,778 (Ohio Ct. of 
Common Pleas, Cuyahoga Co., July, 1960). 
[M.C.H.] 


It was reported in this section of the last 
issue (Helena Rubinstein, Inc. v. Cincinnati 
Vitamin & Cosmetic Distributors Co.) that the 
1959 Ohio Fair Trade Act had been declared 
unconstitutional by one of the State’s Courts 
of Common Pleas, as an unauthorized exercise 
of police power and an improper delegation of 
legislative authority to private persons. That 
particular court was of Hamilton County. 
Now, it seems that on the very same day in 
May another Court of Common Pleas, of Mont- 
gomery County, continued a temporary fair 
trade restraining order. The Judge of this 
court argued for consistency of opinion, point- 
ing out that new cases and appeals were pend- 
ing in the same and other counties and that a 
Court of Appeals had affirmed the issuance of 
a temporary order. Then in July in the Hudson 
Distributors cases cited above the Common 
Pleas Court of Cuyahoga County declared the 
1959 Fair Trade Act unconstitutional as an 
improper delegation of legislative authority, 
relying in the opinion on the dictates of the 
State’s Supreme Court decision against the 
earlier Fair Trade Act in Union Carbide and 
Carbon Corp. v. Bargain Fair, Ine. (reported 
in this section, July, 1958). 

The lesson to be noted from all this is that 
diversity of opinion among jurisdictions can 
be confusing and that no issue is fully settled 
until a court of higher jurisdiction has passed 
upon it. 


4. Sinclair Refining Co. v. Blight Bros., 
CCH {69,765 (Pennsylvania Ct. of Common 
Pleas, Luzerne Co., May, 1959). [M.c.H.] 


A Pennsylvania Court of Common Pleas has 
applied the same reasoning to the application 
of the Pennsylvania Fair Trade Act as a 
United States District Court did to the Miller- 
Tydings and McGuire Acts in 1956 in Esso 
Standard Oil Company v. Secatore’s, Inc. (re- 
ported in this section, April, 1957). That is, 
a manufacturer cannot enforce fair trade 
where it is selling to customers who are 
equally available to its retailers. In this in- 
stance, Sinclair Refining Co. is prevented from 
enforcing resale price maintenance against a 
retailer where it is selling gasoline to com- 
mercial, industrial, and municipal accounts in 
competition with its retail customers. Where 
the refiner tries to maintain minimum resale 
prices and then itself sells in retail markets 
at prices lower than its fair trade prices, he is 
then in the “unenviable position” of being him- 
self the price competition which he is legally 
bound to prevent by the Pennsylvania Fair 
Trade Act. 

In view of the fact that in the petroleum 
industry these commercial accounts are so 


LEGAL DEVELOPMENTS IN MARKETING 


often looked upon as the “cream of the busi- 
ness” and sought out accordingly by the re- 
finers themselves, it may well be that fair 
trade is not legally available in many markets 
to such gasoline suppliers. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


B. Relations Between Buyers and 
Sellers: Exclusive Dealing 
Arrangements, Etc. 


S. Kriete Osborn v. Sinclair Refining Com- 
pany, CCH 969,771 (CA-4, July, 1960) .[M.c.H.] 


The lessee gasoline service station dealer 
has never been completely independent in his 
business operations. When operating the sta- 
tion on a lease of one year from his supplier, 
his very existence in that business is depen- 
dent upon the renewal of this short-term lease. 
(See discussion of this point in U.S. v. Sun 
Oil Company, reported in this section, Jan- 
uary, 1960.) In reversing a District Court, 
this Court of Appeals decision gives lessee 
dealers a supporting hand. 

The circumstances in this case are those of 
a lessee dealer trying to coilect damages under 
the Sherman Act because his lease was can- 
celled when he failed to comply with tie-in 
sales demands of the lessor, Sinclair Refining. 
It had been a requirement for the dealer to 
buy $1,000 worth of Goodyear tires, batteries, 
and accessories in order to re-obtain a lease 
which previously had been cancelled. This re- 
quirement arose from what obviously was an 
express oral agreement. Then, when the dealer 
failed to continue to buy sufficient quantities 
of the tied-in TBA, the lease was cancelled 
again. The Court states that this goes beyond 
mere persuasion and salesmanship and consti- 
tutes an actual requirement for the continued 
sale of gasoline at the leased station. This the 
Court found to, be unreasonable. The express 
agreement, although oral, went beyond a mere 
refusal to deal. 

Two points are of special interest here. 
First, the tied-in TBA sales by Sinclair deal- 
ers were considered to be not insubstantial in 
amount although they constituted only 10 per 
cent of this one dealer’s total TBA sales. But 
the Court said that it was not the degree of 
exclusivity which counted; any compulsion 
where there is a substantial volume of com- 
merce affected constitutes a curb on competi- 
tion. Second, Sinclair was tying-in TBA not 
sold by itself but rather by the Goodyear Tire 
and Rubber Company; Sinclair was simply 
receiving a 10 per cent commission on the TBA 
sales by Goodyear to the Sinclair dealers. This, 
according to the Court, aggravated the “per- 
niciousness” of the imposed tie-in. (This prac- 
tice has recently been under attack by the 
Federal Trade Commission, involving such 
companies as B. F. Goodrich Co. and The 


Texas Co., Goodyear Tire & Rubber Company 
and The Atlantic Refining Company, and The 
Firestone Tire & Rubber Company and Shell 
Oil Company.) 

The Circuit Court remanded the case back 
to the District Court for further hearing to 
determine the amount of damages. A compli- 
cating factor noted in this matter was the 
fact that Sinclair had the right to cancel the 
lease at its yearly termination date. Damages 
may be paid, but does this aid the dealer in 
his efforts to re-enter the business? 


V. REGULATION OF UNFAIR 
COMPETITION 


A. Advertising 


In Re. Witkower Press, Inc., et al., FTC 
DKT. 6583, CCH {28,953 (Aug., 1960). [M.J.G.] 


In an opinion released August 7, 1960, the 
Federal Trade Commission denied an appeal 
of the author and publishers of a book en- 
titled, “Arthritis and Common Sense” arising 
from the Commission’s prohibition of repre- 
sentations that a dietary regimen set out in 
the book affords an effective treatment for 
arthritis and rheumatism. 

The Commission decided that the prohibitive 
order did not constitute an undue restraint 
on the dissemination of views and medical 
ideas in violation of the Constitution’s First 
Amendment. The printing or the sale of the 
book was not prohibited; only the false thera- 
peutic claims used in its advertising. The free- 
dom of expression protected by the First 
Amendment does not extend to false promises 
of therapeutic benefits in the advertising for a 
book, even though such advertising reflects 
like information contained in the publication 
itself. 

In reply to the hearing examiner’s finding 
that the advertising for the book represented 
a diet including cod liver oil and orange juice 
to-be an effective and reliable treatment for 
arthritis, the respondents stated that the book 
was written as a public service and that the 
basic objective of their advertising has been 
to stimulate circulation and discussion of the 
book’s views for establishing their validity. 

In rejecting this contention, the Commission 
cites the “gross misrepresentations in adver- 
tising respecting the author’s educational and 
scientific backgrounds.” To quote Commissioner 
Anderson: 

“The covers or jackets for the books state 
that he (the author) ‘...as guest of the Army 
and Navy General Hospital of Hot Springs, 
Arkansas, had further opportunity to observe 
results of therapeutic treatment employed by 
the services.’ This language clearly implies 
professional recognition of the author by these 
services, including invitation to observe and 
evaluate treatment used for arthritic patients. 
However, his visit to the hospital came about 
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by self-invitation and included no scientific 
discussion with hospital officials. 

“The jackets also state: ‘For his work, Dan 
Dale Alexander, Ph.D., is now being recog- 
nized by colleges and recently he was awarded 
another honorary degree.’ The latter degree, 
‘Doctor of Arts and Oratory,’ was conferred 
by Staley College of the Spoken Word, Brook- 
line, Mass. The award was subsequent to his 
contribution of $1,000 to that institution. The 
hearing examiner found that the author’s 
Ph.D. degree represented an outright purchase 
by him. Mr. Alexander has no earned degrees.” 

Of additional interest is the Commission’s 
interpretation that the book’s jacket consti- 
tuted advertising. According to the Commis- 
sion: “. . . the respondents further contended 
before the hearing examiner that the pre- 
viously mentioned paper jackets or covers be- 
came constituents or components of their books 
when placed upon them and that the state- 
ments on the covers, thus, did not constitute 
advertising. From our inspecting of the jack- 
ets, we note them to be eye-arresting and at- 
tractive and clearly designed to attract the 
attention and interest of prospective purchas- 
ers ... we think that the evidence received 
of record clearly supports inferences that the 
statements and representations appearing in 
the paper covers constituted advertising mat- 
ter under any reasonable standard and inter- 
pretation applicable to that term.” 

Summarizing the Commission’s findings, the 
opinion states: “... The order is not intended 
to prohibit truthful and non-deceptive state- 
ments expounding the author’s theories and 
opinions. On the other hand, it is intended to 
forbid respondents from representing that the 
author’s theories and theses are more than 
unproved and scientifically untested theories 
and theses.” 


VI. PROCEDURAL AND MIS- 
CELLANEOUS DEVELOPMENTS 


Delaware Valley Marine Supply Company 
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v. American Tobacco Company, et al., CCH 
69,773 (D.C. E. Pa., June, 1960). [K.J.c.] 


Suppliers who conspire to keep a new dis- 
tributor from entering business by refusing 
to sell to him cannot escape a treble damage 
suit by pleading the absence of a going busi- 
ness that could have been hurt. The purpose 
of the antitrust laws is to promote competi- 
tion, and “this purpose is no less thwarted 
when a person who intends and is prepared 
to embark in trade is stopped at the outset, 
than it is when a going business is brought 
to a standstill.” 

The right of a potential newcomer to a trade 
to claim treble damages is apt to be little con- 
solation to a firm that has been prevented 
entry illegally. To collect treble damages, the 
damages must be established, and with no 
historical earnings record, this task may be 
hard indeed. According to Judge Steel, who 
decided in favor of the defendants in this case, 
the courts have recognized the problem of such 
a still-born business, are “sympathetic to his 
plight” and “require the application of less 
exacting standards of proof (as to damages) 
than are normally demanded.” But apparently 
it is largely the court’s sympathy that the 
injured party will receive, for “the rule per- 
sists that any damage estimate by a jury must 
be ‘just and reasonable’ and not based on 
‘speculation or guess work.’” 

Under the circumstances of this suit, a little 
speculation or guess work might have pro- 
duced more justice, particularly because five 
of the six defendants are among our industrial 
giants (American Tobacco, Philip Morris, R. 
J. Reynolds, Liggett & Myers, and P. Lorillard 
Co.). Assuming that these firms had violated 
the antitrust laws, which had not been proven 
and may not be true, it would be fairer to run 
the risk of awarding damages when they had 
not been incurred than denying them to an 
economic dwarf when they had been suffered. 
Justic is perhaps too blind when it applies 
the same rule to an economic massacre that it 
applies to a battle between near equals. 
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1. ADVERTISING AND 
SALES PROMOTION 


A Basic Guide to Writing Industrial Advertis- 
ing Copy. A. A. Andrews, /ndustrial Mar- 
keting, June, 1960, pp. 62-76. [J.£.m] 


A complete treatise on the writing of indus- 
trial copy is presented in this article. Ten basic 
guides are reviewed, followed by a commentary 
on how one should approach the task. The com- 
ments on the use of headlines and sub-head- 
lines are helpful to the industrial advertising 
student and practitioner. 
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Reach or Frequency with Print Media? Ber- 
nard H. Ober, Media/Scope, June, 1960, 
pp. 68-72. [J.£.M.] 


This article reviews the media terms dupli- 
cated audience, cumulative audience, total 
audience impressions, and average exposure. 
These terms are then illustrated and discussed 
in an understanding manner. Examples are 
given to illustrate the use of the terms as de- 
vices in analyzing and comparing media audi- 
ences. 


How Is Hershey Doing Without Advertising? 
Lawrence M. Hughes, Sales Management, 
May 20, 1960, Part I, pp. 33-35, 110, 112, 
114. [W.J.R.] 


This article provides ten answers to the 
above question, most of which serve to qualify 
the company’s own interpretation that it is 
doing just fine. Some items: (1) In the last 
six years Hershey’s volume rose less than 12.5 
per cent from $148.7 million to $167.3 million; 
(2) Hershey’s sales expanded 7 per cent be- 
tween 1951 and 1958 while sales of American 
Chicle Co. (64 million) in 1958 rose 68 per 
cent; (3) Between 1947 and 1959 net profit re- 
mained unchanged around $15 million, the 
current ratio changed from 3%/1 to 12/1, 
total assets expanded from $59.3 million to 
$86.7 million, and earned surplus trebled from 
$25.2 million to $75.7 million; (4) Hershey 
products’ market penetration “. . . may be as 
broad and deep as Coca Cola’s .. . 1.8 million 
outlets.” 

The author points out that for a “non-ad- 
vertiser” the Hershey Company has spread the 
word about itself very well through consist- 
ently good merchandising and public relations 
programs. 


Feedback: Proof of Advertising’s Power? S. 
Dutka, and L. Frankel, Printers’ Ink, 
March 4, 1960, pp. 77-79. [J.E.M.] 


The concept of feedback as conceived in com- 
munication theory is applied to advertising 
and marketing. Feedback is a measure of com- 
munication and allows the sender of a message 
to compare what was received to what was 
sent. The authors indicate that as applied to 
marketing, feedback is much broader. It ap- 
plies not only to the message but the entire 
range of marketing activities. All are com- 
ponents of communication and must be vali- 
dated through feedback. Marketing research 
is the instrument for determining the success 
of such communication. 


The Aberrant Image of Advertising. Univer- 
sity of Nebraska Publication No. 202, The 
University of Nebraska Printing Division, 
Lincoln, Nebraska, February, 1960, 60 pp. 
[J.E.M.] 


MARKETING 


January, 1961 


Advertising is criticised frequently and con- 
tinuously. In this monograph, advertising is 
discussed as a mirror reflecting the “develop- 
ment of each generation’s mores, morals, 
moods, ethics, cuitural interests, and mind- 
life.” The comments and criticisms of advertis- 
ing “stem from defects in the viewers’ cultural 
viewpoints as much as from inherent discrep- 
ancies in advertising per se.” In light of this 
background, Mr. Hill presents an essay organ- 
ized under the following headings: The Exist- 
ence and Consequences of the Ad Image, What 
Critics Say About Advertising, Joining the 
Issues, Rational Man Versus the Adman, and 
Toward an Advertising Rationale. A three- 
part theory about advertising is presented and 
discussed as the reminder function, the rein- 
forcement function, and the rationalization 
function. The booklet is a timely and worth- 
while addition to the marketers’ library. 


Public Participation; Moral Aspects of Tele- 
vision; Free Discussion and Public Taste; 
and, A Researcher Looks at Television. 
Gilbert Seldes, Charles A. Siepmann, 
Ithiel de Sola Pool, and Paul F. Lazars- 
feld, respectively, in “The Public, Broad- 
casting, and Research,” Public Opinion 
Quarterly, Spring, 1960, pp. 1-31. [G.F.] 


The four articles are reprints of testimonies 
given in the Van Doren hearings before the 
FCC in December, 1959, selected because of 
their unique relevance to research on public 
opinion and communications. Seldes affirms the 
conviction that since broadcasters brought into 
existence an audience for classical music, they 
also must accept the responsibility for creating 
the audience for the debased programs that 
they excuse by claiming to have given the pub- 
lic what the public wanted. Siepmann maintains 
“that liars and cheats are precisely what the 
words denote, that they are evil, and that 
neither charity nor considerations of the de- 
gree of evil should obscure our judgment of 
the fact.” Siepmann recommends the follow- 
ing mandatory upgrading measures: a mini- 
mum of haif an hour nightly of prime time 
to be devoted to serving interests in the arts, 
to discussion of public issues, to delivery of 
commercials by announcers and not by pro- 
gram participants, and for a continuing audit 
of mass communication content. De Sola Pool 
proposes research as a “lenient form by which 
government can seek to guide private activi- 
ties . . .” Lazarsfeld asserts that “. . . it is 
not the rating which does the harm... all 
networks would be willing to accept the risk 
of smaller audiences if they were evenly di- 
vided.” He proposes rotation of good programs 
rather than simultaneous presentation. 

These articles ought to be must reading for 
market researchers and advertising people, 
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MARKETING ARTICLES IN REVIEW 


Joint-Sponsor Ads Grow—but How Big? Sales 
Management, April 1, 1960, pp. 17-18. 
[W.J.R.] 


To create a “mutual splash,” an increasing 
number of advertisers are banding together 
in horizontal co-operative advertising. Exam- 
ples of such couplets include Bristol-Myers’ 
Bufferin with General Foods’ Tang, Chrysler’s 
Valiant with the New York Couture Group, 
and American Machine and Foundry with 
Rheingold beer. 

As a differentiating device in a functional 
area long criticized for petty and insignificant 
emphasis, this technique may have growth 
possibilities, notwithstanding several limita- 
tions identified in this report. 


A Basic Guide to Preparing Better Sales Liter- 
ature. L. E. Pratt, Industrial Marketing, 
August, 1960, pp. 66-78. [J.E.M.] 


To improve the preparation of industrial 
sales promotion material, sales promotion men 
should visualize their material from the pros- 
pect’s viewpoint and strive for clarity in writ- 
ing. Various types of promotional pieces are 
discussed and specific pointers are given as to 
how they can be improved. The article is a 
good summation of the problems involved. 


Gauging Long-Term Ad Strength: The Ma- 
terials Handling Industry; The Plastics 
Industry. V. Van Diver, Printers’ Ink, 
March 11, 1960, pp. 47-52; April 15, 1960, 
pp. 41-43. [J.E.M.] 


These two articles are a continuation of a 
series previously reviewed in this section. The 
relationships of advertising expenditures to 
sales for the materials handling and for the 
plastics industries are investigated. The re- 
sultant analyses should be helpful to industrial 
advertisers using business papers as their 
principal media. 


Idea Tracking: Tool for Decisions, Part 1; 
Creating with the Subconscious, Part 2; 
How to Pick the Number-one Idea, Part 
3. F. A. Armstrong, Printers’ Ink, July 
29, pp. 56-58; August 5, pp. 44-45; August 
12, 1960, pp. 50, 51. [J.E.m.] 


Creativity has been the concern of a spate 
of books and articles during the last two or 
three years. This three-part article is a useful 
addition to the literature of the field. Mr. 
Armstrong breaks the process into five steps: 
(1) Assessing the Problem, (2) Defining the 
Problem, (3) Use of the subconscious in cre- 
ativity, (4) The idea producing session, and 
(5) Selecting the Best Idea. Each of the steps 
is explained in detail. Creativity is an aspect 
of every facet of marketing. For this reason, 
the article should be read by the marketer re- 
gardless of his particular responsibility. 
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Co-Op Advertising: Why Its Use Grows De- 
spite Widespread Abuses. Printers’ Ink, 
May 138, 1960, pp. 26-30. [J.E.M.] 


This special report investigates co-operative 
advertising, its benefits and failings. The exec- 
utives contributing to the report feel that this 
type of advertising has as much potential as 
ever. The controls will be tighter and its per- 
formance will improve. 


Media Have Right to Refuse Questionable Ad- 
vertising. Morton J. Simon, Media/Scope, 
July, 1960, pp. 88-89. [J.E.M.] 


At the fifty-sixth annual meeting of the 
Advertising - Federation of America, “The 
Advertising Truth Book” was presented by 
Mr. Simon. The fundamentals of this book are 
reviewed along with the article by Simon. The 
article takes the position that media must reg- 
ulate and control the propriety and honesty 
of advertising. All media have the legal right 
to refuse advertising. The point is made that 
media should exercise this right. A recom- 
mendation is that every medium should install . 
an “Advertising Acceptability Department.” 
Referrals are made to certain guides that are 
available to all marketers, publishers, and 
broadcasters. 


Radio—An Individual’s Medium. Media/Scope, 
June, 1960, pp. 86-91. [J.E.M.] 


This is a report on a study made by the J. 
Walter Thompson Company of Chicago. Nu- 
merous tables are used to assist in the com- 
mentary. The over-all conclusion reached is 
that radio is no longer listened to by the entire 
family but by individuals. Also, a number of 
conclusions are presented such as, “Women 
listen to radio mostly for music and news.” 


How Advertisers Use Split-Runs and Sectional 
Buys. L. A. Gardner, Media/Scope, April, 
. 1960, pp. 45-59. [J.E.M.] 


A study is made of the use of split-runs and 
sectional buys from data accumulated by the 
Publishers Information Bureau. Data by prod- 
ucts, regions, and other categories are pre- 
sented and briefly analyzed. The article is an 
excellent source of information about this 
newly-developed advertising schedule pattern. 


The Marketing Plan Approach to Advertis- 
ing Appropriations. Media/Scope, August, 
1960, pp. 64-66. [J.E.M.] 


Media/Scope presents a carefully prepared 
checklist to use in planning the advertising 
budget. The checklist covers the broad areas 
of corporate considerations, the marketing 
plan, and advertising in the marketing plan. 
Extra copies of the checklist are available 
from the publishers. 
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The Pre-filed Catalog. H. G. Sawyer, Media/ 
Scope, August, 1960, pp. 98-102. [J.E.M.] 


This article discusses the pre-filed industrial 
catalog. The pre-filed catalog is defined, its 
nature as a buying instrument explained, and 
its size and organization discussed. A diagram 
is used to explain the industrial marketing 
system. Mr. Sawyer performs a service to 
marketers by his definitive survey of the in- 
dustrial catalog. 


Necchi Receives the Oscar of Italian Adver- 
tising (In French). B. Becky, Vente et 
Publicité, May, 1960, pp. 12-15. [P.£.] 


Necchi started in 1920 with a production 
of ten sewing machines a day. It now makes 
a thousand a day and some 10,000 stores in 
122 countries carry the line. This article out- 
lines the achievement of Mr. G. Trombetta 
Panigadi, Necchi’s advertising manager. It 
should be of interest to those studying adver- 
tising techniques in general and problems of 
international advertising in particular. 


2. AGRICULTURAL 
MARKETING 


Hybrid Corn and the Economics of Innovation. 
Zvi Griliches, Science, July 29, 1960, pp. 
275-280. [S.c.H.] 


The use of hybrid corn in each of several 
American agricultural regions followed the 
familiar S-shaped growth pattern. Hybrid 
seeds were introduced into these areas at dif- 
ferent times, depending upon the seed produc- 
ers’ judgment of the profit potentialities of 
each area. The rate of utilization of hybrid 
seed by farmers was related to the magnitude 
of the profits associated with the change to 
the new strains. Both the farmers and the 
seed producers behaved in a fashion consistent 
with profit maximization. Since hybrid corn, 
and many other farm innovations, are poten- 
tially more profitable in “good” areas than in 
“poor” ones, such innovations may tend to in- 
crease regional income inequality. 


Fresh Fruit and Vegetable Marketing Organi- 
zations in the Northeastern and Central 
States. Martin A. Blum, General Report 
84, Farmer Cooperative Service, U.S.D.A., 
July, 1960, 63 pp. [J.K.s.] 


With increasing concentration of buying 
power in the hands of food distribution agen- 
cies, small and medium-sized fruit and vege- 
table growers are finding it ever more difficult 
to develop and hold desirable sales outlets for 
their production. To serve large buyers, grow- 
ers must be able to offer substantial volumes 
of commodities meeting desired quality speci- 
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fications. Group selling is one approach used 
by growers to enhance their competitive posi- 
tion 


In this publication the organizational struc- 
tures and operations of 31 selected grower- 
controlled fresh fruit and marketing organi- 
zations are examined. Details pertaining to 
organizational features and operations of the 
marketing groups surveyed were found to vary 
within relatively broad limits in keeping with 
the needs and dictates of the membership and 
the local econemic environment. 


Development and Administration of Agricul- 
tural Product Promotion Programs. Walter 
J. Englund, California Department of 
Agriculture Bulletin, May, 1960, 38 pp. 
[F.M.] 


This is a common sense ABC on group-spon- 
sored product (as distinguished from brand) 
promotions. It provides clues about appraisal 
of promotional opportunity, establishing spe- 
cific objectives, planning campaigns, imple- 
menting and evaluating programs, and avail- 
ability and use of research services. Although 
the booklet was originally written primarily 
for administrators of marketing orders for 
California farm products, it should prove < 
helpful reference to individuals engaged in all 
aspects of marketing. 


Cottage Cheese, Its Sales Potential in Selected 
Markets. Edward J. McGrath, Proctor 
Campbell, and Mardy Myers, Marketing 
Research Report No. $91, Agricultural 
Marketing Service, U.S.D.A., April, 1960, 
pp. 32. [J.K.s.] 


Potentials for increasing demand for cottage 
cheese at retail through well-timed merchan- 
dising and promotional efforts are good, ac- 
cording to analyses of sales in seven markets 
in the North Central and Southeastern areas 
of the United States. Sales of cottage cheese 
responded favorably to special Lenten promo- 
tional campaigns. 

The study shows, however, that growth in 
cottage cheese sales has been quite uneven, as 
shown by the marked disparity in rates of con- 
sumption between the Southeastern and North 
Central markets. The results indicate that 
sales of cottage cheese can be increased con- 
siderably in most of the Southern markets, and 
possibly some small increase can be achieved 
in the Northern markets. 


4. BUYING AND 
PURCHASING 


Significance of Consumers’ Textile Complaints. 
Frances Reis Quinn, Journal of Home 
Economics, April, 1960, pp. 253-255. 
[W.J.R.] 
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In the attempt to persuade home economists 
and consumers generally that they have “... 
a real responsibility to return items [to stores] 
that are truly failures so that the flaw or fault 
can be located aud corrected before another 
season,” this article includes a useful com- 
mentary on the current status of textile 
standards. 

To help provide a fabric performance yard- 
stick for milk, cutters, and retailers to supple- 
ment the Federal Fiber Products Identification 
Act effective March 3, 1960, a technical com- 
mittee of the American Standards Association 
is working to formulate a set of performance 
standards for approximately 75 end-uses in 
boys’ and men’s wear, girls’ and women’s wear, 
and home furnishinys. It is argued that while 
use of these standards, designated as the new 
and expanded Amerivan Standards Association 
textile standard L-2%, is voluntary on the part 
of industry, the “. . . opinion of a well-in- 
formed-consumer pujlic will encourage their 
early adoption.” 


5. CONSUMER ANALYSIS 


What is the Nature of the Drive-in Theater 
Audience? Steuart Henderson Britt, 
Media/Scope, June, 1960, pp. 100-104. 
[J.E.M.] 


Dr. Britt presents the results of a study of 
the drive-in theater audience which reveals 
that people who frequent the drive-in theater 
are above average in purchasing power and 
possess a high standard of living, and that 
the audience has a high percentage of married 
couples. A number of tables are used to sum 
up the findings presented. 


The Motionless Mobile Home: the Trailer 
Problem in Community Development. J. 
Ross McKeever, Urban Land, April, 1960, 
pp. 1, 3-5. [W.J.R.] 


A basic change in habitation patterns with 
major marketing implications has crept upon 
the American scene largely unheralded. In 
1958 about every tenth new dwelling unit was 
a trailer; 135,000 were built in 1958 compared 
with 77,000 reported in the 1954 Census of 
Manufacturers. 

Like many innovations that gain success on 
minimal economic levels of investment and 
consumption, mobile homes and the necessary 
accompanying trailer parks have met difficul- 
ties in upgrading. While standards in mobile 
home construction have advanced rapidly in 
the past 20 years, the trailer park is too often 
“, . . badly located, poorly planned, and wholly 
lacking in amenity.” 

A discussion on various phases of the trailer 
park problem follows, including provisions for 


FHA minimums for mobile home courts. A 
short bibliography is included. 


The Total Audience Concept. E. B. McDonald, 
Media/Scope, May, 1960, pp. 85-90. 
[J.E.M.] 


The total audience concept has been accepted 
as a means for media measurement, but the 
concept is misunderstood. The criticisms of 
the measurement tool are presented on a point- 
by-point basis. The author suggests that the 
concept is used and applicable to all media. A 
recommendation is made that total audience 
measurement continue. 


Education and the Canadian Consumer. David 
S. R. Leighton, The Business Quarterly, 
Summer, 1960, pp. 111-116. [s.c.H.] 


Increasing urbanization, rising incomes, and 
expanded education among Canadian consum- 
ers are likely to provide increased market for 
private brands, induce faster vertical integra- 
tion of marketing channels, and lead to the 
growth of large retailers. The net result will 
be intensified retail competition in Canada. 


Prospectivity. National Broadcasting Corpora- 
tion Research for the Automotive Indus- 
try, July, 1960, 127 pp. [F.M.] 


This comprehensive study provides many 
new facts about the compact cars. It analyzes 
dealer and buyer attitudes, suggests which of 
the major media does the best job in impress- 
ing and interesting the market for new cars, 
and examines television’s role in influencing 
the car-buying public. From the viewpoint of 
the dealer, the “declared” prospects are worth 
cultivating because they have a high rate of 
purchase. However, the manufacturer should 
be primarily interested in the “undeclared” 
prospects (those respondents who say they are 
not in the market for a new car, but actually 
end up by buying one), because that includes 
most of us. 


Food Marketing Practices of Older House- 
holds. Gwen J. Bymers and Janet Murray, 
Journal of Home Economics, March, 1960, 
pp. 172-176. [w.Js.R.] 


A total of 283 households, all including at 
least one OASI beneficiary, were sampled in 
the spring of 1957 in Rochester, New York, 
to determine patterns of “marketing practices,” 
or consumer buying patterns of oldsters. Find- 
ings include little evidence to suggest that 
older householders find “marketing” for food 
items a particular problem. “Generally these 
households managed to do their own market- 
ing, patronized price-competitive stores, pre- 
ferred those nearby, tended to shop more or 
less infrequently, and had adequate food stor- 
age facilities.” 
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A more detailed report is available in mim- 
eograph form from the Department of Eco- 
nomics of the Household and Household Man- 
agement, New York State College of Home 
Economics at Cornell University, Ithaca, New 
York. The study was done in collaboration 
with the U.S. Department of Agriculture, 
Agricultural Research Service. 


6. COSTS AND EFFICIENCY 


Some Conditions of Useful Competition. B. F. 
Williams. Yorkshire Bulletin of Economic 
and Social Research. December, 1959, pp. 
71-78. [8.c.H.] 


Perfect competition theory is seen as inap- 
plicable to the real problems of innovation, in 
part because perfect competition is so rare 
and in part because the theory assumes (usu- 
ally implicitly) an unrealistic degree of tech- 
nological perfection on the part of competitors. 
Some degree of competition is useful in pro- 
viding pressure to innovate, but excessive price 
competition may curb innovation. No hard and 
fast rules can be established concerning inno- 
vation (finance may or may not be a problem, 
firm size has no clear-cut relationship to rate 
of innovation), but the willingness and ability 
of suppliers and customers to adjust to inno- 
vation seem significant. 

This issue of the Yorkshire Bulletin, devoted 
to papers presented at the annual meeting of 
Economics section of the British Association 
for the Advancement of Science, also contains 
an extensive discussion of the Restrictive 
Trade Practices Act of 1956. 


8. FINANCING 


Recent Institutional Developments in the Field 
of Consumer Credit. Carl A. Dauten, The 
Journal of Finance, May, 1960, pp. 206- 
220. [w.J.R.] 


Examined and analyzed in this article are 
(1) the relative positions of retail outlets and 
financial institutions in financing the con- 
sumer; (2) relative positions of financial insti- 
tutions in financing the consumer; (3) changes 
in types of installment credit held by financial 
institutions. 

It was found that between 1939 and 1958 
the percentage of total installment credit held 
by retail institutions fell from 31.1 to 14.5. 
The author predicts a continuing decrease. 
Installment credit held by financial institu- 
tions rose correspondingly from 68.9 per cent 
in 1939 to 85.5 per cent at the end of 1958. 
Several reasons for this shift are advanced. 

Of the financial institutions financing the 
consumer, the credit union showed the most 
pronounced change, increasing its share from 
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4.8 per cent outstanding in 1949 to 9.3 per 
cent at the end of 1958. The share of commer- 
cial banks declined from 1950 to 1955 and has 
remained relatively stable since then. 

Six useful tables show the changes for points 
(1) and (2) above as well as changes in the 
holding of automobile paper, other consumer- 
goods paper, repair and modernization loans, 
and personal installment loans between 1949 
and 1958. 


9. FORECASTING 


A Forecasting Method for Management of 
Seasonal Style-Goods Industries. D. B. 
Hertz and K. H. Schaffir, Operations 
Research, January-February, 1960, pp. 
45-52. [Ww.L.] 


Forecasting sales for items with pronounced 
seasonal sales patterns is an important prob- 
lem in marketing. This article describes a 
forecasting method developed to help a textile 
manufacturer control finished stocks of style 
goods. The technique of developing a proba- 
bilistic model based on historical sales data is 
presented. Although the analysis falls short of 
offering a general solution to forecasting sales 
for style goods, the method described may 
prove useful in forecasting demand for other 
items subject to seasonal sales behavior. 


10. FOREIGN MARKETING 


Western Development of a Sparsely Populated 
Country: The Rhodesias. Stephen Enke, 
The American Economic Review, June, 
1960, pp. 387-400. [s.c.H.] 


Rhodesia and Nyasaland are typical of 
underdeveloped areas, such as Queensland and 
Northwest Canada, that are sparsely popu- 
lated and in which the indigenous population 
still lives in primitive fashion. Development 
of such areas requires selective “Western” 
immigration, which in turn, requires develop- 
ment of many amenities and hence a social 
investment that only indirectly increases ex- 
ports. Since exports are likely to be concen- 
trated on few products, a good portion of any 
export balance is likely to be spent for im- 
ported consumer and industrial goods not pro- 
duced locally. Hence a very high rate of 
exports is needed to attract and service capital 
investments. Finally, the local population must 
participate in, and benefit from, the market 
economy in constantly increasing degree. 


Fool-proof Advertising Scheme Promoted Ex- 
ports to Russia. David Scott, Export 
Trade, August 1, 1960, pp. 10, 11, 22, 23. 
[0.P.A.] 


1 


| 
1 
] 
] 
1 
] 
] 
1 
1 
] 
1 
] 
1 
1 
’ 


It is now possible, through a British firm 
which is the sole advertising agent for adver- 
tising in the U.S.S.R., to reach all key men in 
a given Russian industrial field for $135 a 
page. The program is sponsored by the Rus- 
sians, who feel that this is the most effective 
way of bringing Western products to the atten- 
tion of Soviet end users. 

Since 1957 factory management in Russia 
has had almost complete autonomy in procure- 
ment, as opposed to the earlier centralization 
of this function. Top men in industry can se- 
lect the equipment best suited to their needs 
and requisition it from one of the 45 State 
Purchasing Departments. The foreign trade 
monopolies then place the orders with the 
manufacturers. 

Sixty-two specialized magazines are avail- 
able for reaching potential Russian customers. 
These publications are essential reading for 
all top executives, and ads will be seen by the 
proper readers because there is only one jour- 
nal in each field. 

Because the Soviet organization concerned 
with both publishing and trade promotion will 
not accept an ad if it feels that there is no 
market for or possibility of importing the 
product, western firms actually benefit from 
free market research conducted by specialists 
in Russian trade. 


The Changing Pattern of Europe’s Grocery 
Trade. Robert T. Davis, multilith release 
from the Stanford Graduate School of 
Business, Summer, 1960, pp. 292. [F.M.] 


The European food trade is conservative and 
slow moving. Mass distribution is still far 
away. Professor Davis, by contrasting Ameri- 
can marketing practices with those of seven 
European countries (Switzerland, Belgium, 
the Netherlands, Great Britain, West Ger- 
many, France, and Italy) tries to find out why. 
He writes from the point of view of the manu- 
facturer of nationally-advertised brands, be- 
cause he is convinced that the trend is in that 
direction. Davis’ fascinating study fills a void 
in an important field where practically no lit- 
erature exists. 


The Sales Training Film (Le Film Dans la 
Formation Commerciale). J. F. Crolard, 
Vendre, December, 1959, pages 91-93. 
[P.E.] 


This is a reprint of a speech given at the 
Rouen Festival for films on technical, indus- 
trial, and agricultural subjects. Mr. Crolard 
is Director of the Retail Sales Training Cen- 
ter of the Usines et Fonderies Arthur Martin, 
major French producer of kitchen equipment. 
He explains when to use films in sales train- 
ing. He should know—salesmen receiving his 
“Film Training” have increased their sales by 
20 per cent. 
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Realizzazioni e Progetti di Shopping Centers 
in America, Svezia, Francia (Shopping 
Centers in the U.S. and Europe). Direttore 
Commerciale, February, 1960. [P.E.] 


This is a comparative description of shop- 
ping centers in Europe and in the United 
States. Some of the consequences of Europe’s 
lag in economic development behind the United 
States is related to the differences in the types 
of shopping centers found in various countries. 
The basic data provide some indication about 
the direction in which the shopping center 
form of retailing is moving. 


Relations Extérieures Italiennes (Italian Pub- 
lic Relations). B. Becky, Vente et Publi- 
cité, March, 1960, pp. 10-13. [P.E.] 


This is an analysis of the types, policies, and 
role of house organs of Italian companies. 
Discussed are: Publicita Dirretta, a technical 
magazine of the Delfini Direct Advertising 
Agency; Colloqui, a consumer-oriented publi- 
cation of the Edison Power Company; Tutto 
Dolce of the Motta Baking Company, which is 
primarily intended for use by sales personnel, 
and Sele Arte, which, though a publication of 
the Olivetti Company, has never printed a 
word about typewriters. 


Marketing French Products Abroad. J. Du- 
hamel, International Marketing, April 10, 
1960, pp. 967-968. [P.E.] 


Mr. Duhamel, Director of the French Centre 
National du Commerce Extérieur (C.N.C.E.), 
explains the methods used by his agency in 
promoting exports. C.N.C.E. is not intended 
as a more or less passive collector of economic 
intelligence, such as we often find among 
British Boards of Trade or U.S. Chambers of 
Commerce. C.N.C.E. will not only collect but 
also integrate and interpret existing knowl- 
edge, initiate and supervise research projects, 
and perhaps even actively co-ordinate—on be- 
half of French industries—specific promotion 
campaigns in foreign countries. This effort 
warrants close watching. 


Building Dollar Markets for U. S. Farm Prod- 
ucts Overseas. Patrick M. O’Leary, FAS, 
article in Agricultural Marketing, Agri- 
cultural Marketing Service, June, 1960, 
pp. 4, 5 and 16. [J.K.s.] 


Industry and Government are co-operating 
in intensive efforts to promote markets for 
U. S. farm products in many parts of the 
world. Since 1954, 370 foreign marketing proj- 
ects have been initiated in more than 40 coun- 
tries to promote sales of U. S. wheat and flour, 
feed grains, rice, dairy products, fats and oils, 
cotton, tobacco, and other commodities. Nearly 
30 U. S. trade and farm groups have contrib- 
uted $6 million for market promotion, while 
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the Department of Agriculture through its 
Foreign Agricultural Service, contributed $18 
million in foreign currencies generated under 
Title I, Public Law 480 (sales of U. S. farm 
surpluses to dollar-short countries for their 
currencies). Promotion is basically trade re- 
sponsibility with the Department furnishing 
guidance and assistance. 

Successful market promotion requires exist- 
ence of economic factors such as (1) substan- 
tial “hard money” purchasing power of the 
customer country, (2) demand for the kind of 
products we are trying to sell, (3) our prod- 
ucts competitive as to quality and price, and 
(4) co-operation of customer country in allow- 
ing our farm products to compete. 

Market promotion has helped to raise soy- 
bean exports to Italy; maintain tallow exports 
to Japan; increase exports of tobacco leaf to 
Thailand; and introduce poultry into Germany 
and Switzerland, thereby building U. S. poul- 
try exports to these countries from nothing to 
50 million pounds in five years. Intensified 
foreign marketing work is paying off in the 
form of increased sales for dollars. In the 
fiscal year 1959-60, U. S. agricultural exports 
were the second highest in history with a value 
of $4.5 billion. Nearly 75 per cent were sales 
for dollars. 


The Outlook for Canadian Growth in the Early 
1960’s. Richard H. Holton and David C. 
Smith, California Management Review, 
Summer, 1960, pp. 24-35. [w.J.R.] 


After showing the pattern of Canadian eco- 
nomic growth in historical perspective, the 
authors present these outlooks among others 
(and all with considerable conditioning safe- 
guards): (1) exports will not grow faster than 
United States GNP and thus will grow more 
slowly than during the 1950s; (2) the rate of 
increase of investment expenditures will de- 
cline slightly; (3) the average rate of increase 
in residential construction (and thus also con- 
sumer durables) will not be very great until 
the mid-sixties; (4) consumption expenditures 
will show a 5 per cent annual average rate of 
increase compared to 6 per cent in the fifties; 
(5) the rate of growth of merchandise imports 
will be lower than in the fifties. 

In summary, “. . . the growth rate in the 
early 1960s will be a respectable one on the 
average but will be lower than the 5 per cent 
rate of increase in real output experienced 
during most of the 1950s.” 


Grocers in Groups. The Economist, July 30, 
1960, pp. 489-490. [F.m.] 


Following the well-established American 
pattern, independent British grocers and gro- 
cery wholesalers are now buying through vol- 
untary chains. This way “voluntaries” get the 
same volume discounts as corporate chains; 
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they also carry and aggressively merchandise 
their own brands. Four of them (Spar, VG, 
Centra, and Vivo) have international connec- 
tions. They have just started to buy in the 
country of origin (mandarin oranges in 
Japan, for instance) on behalf of all affiliates 
regardless of which country they operate in. 
“How this latest step will develop remains a 
fascinating prospect: between them the four 
principal international chains command the 
buying power of upwards of 80,000 European 
retail grocers.” 


Wholesalers Define Their Position. Roger 
Durand; The European Revolution in Re- 
tailing Will Be Tough. E. L. Feller; 
French Distribution Is Entering the Era 
of Supermarkets and Financing. Jean- 
Paul Soulie; Revue de L’Epicerie En Gros, 
May, 1960, pp. 4-5; 45-50; 53-58. [P..] 


Supermarkets are getting a faltering start 
in France. The three articles review the im- 
pact on retailing that this might have. Durand 
lists a number of French and foreign groups 
that are showing an interest in this wide open 
field. Feller explores the possibilities of co- 
operative wholesaling as a way in which small 
independent food retailers could enter into the 
race. Soulie discusses the results—encouraging 
as well as discouraging—so far achieved by 
the existing supermarkets. He points out that 
chains are gaining foothold. Anybody inter- 
ested in mass distribution will find food for 
thought in this issue of the French Journal of 
Wholesale Grocers. 


Rural Market Structure; and, Psychological 
Aspects of the Rural Market. Interna- 
tional Marketing, April 25, 1960, pp. 985- 
996. [P.E.] 


These two articles are releases from the 
Union pour L’Etude du Marche d L’Electricité 
(Unimarel), the research service of the asso- 
ciation of electrical appliance manufacturers 
in France. The first article gives statistics for 
the rural population along with household, 
lodging, and income data. The second distin- 
guishes attitudes and purchasing patterns of 
four classes into which the French country 
people can be grouped. Attempts toward socio- 
logical interpretation are rare in France and 
difficult because of the lack of necessary sta- 
tistical and other background material; this 
enhances the value of the work reported by 
Unimarel. 


Exhibits Now Our “Hard Sell” Abroad. Walter 
S. Shafer, Sales Management, May 20, 
1960, Part II, pp. 43-44. [w.s.R.] 


The author, Director, Office of International 
Trade Fairs, U.S. Department of Commerce, 
tells of the potentials ahead in the now six- 
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year-old program designed to increase exports 
and tell the United States’ economic story 
overseas. As of April, 1960, the Office of In- 
ternational Trade Fairs had placed 84 exhibits 
of American products provided by some 5,000 
companies in 28 countries. These were seen by 
more than 50 million people. 

To participate in an official exhibit, a com- 
pany must have a product suitable to the needs 
of a particular area in order to gain the ac- 
ceptance and co-operation of the Office of 
International Trade Fairs. Information on 
trade fair approaches is available through the 
Department of Commerce. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


What Every Businessman Should Know about 
the Antitrust Laws. Victor R. Hansen, 
California Management Review, Summer, 
1960, pp. 16-23. [W.J.R.] 


This is a contemporary interpretation of the 
Sherman and Clayton Acts made by a former 
Assistant Attorney General of the United 
States in charge of the Antitrust Division, 
Department of Justice (1956-1959), and for- 
mer Judge of the Superior Court of Los An- 
geles County and Adjutant General of the 
State of California. 

Discussed are general purposes of the Sher- 
man Act, the difference between monopoliza- 
tion and monopoly, and the Clayton Act and 
mergers. Mr. Hansen addresses some of his 
remarks to the pertinency of the economic 
framework of market structure, market be- 
havior, and market performance for different 
judicial purposes. 


The Federal Communications Commission. R. 
H. Coase, The Journal of Law and Eco- 
nomics, October, 1959, pp. 1-40. [S.c.H.] 


A review of federal legislation affecting 
broadcasting, highlights the awkward position 
of the FCC which is supposed to select from 
rival applicants for licenses and renewals, but 
which is not supposed to censor program con- 
tent. Coase holds that this is an impossible 
task under present legislation and argues for 
the substitution of a market mechanism. 
Auctioning broadcast frequencies to the high- 
est bidder would prevent inter-station inter- 
ference (the purpose of the legislation) with- 
out necessitating inquiry into programming, 
and would accord with our concepts of free- 
dom of the press and free-market allocation. 
However, this is not the only purpose of the 
FCC and one may well question the soundness 
of the procedure proposed. 


Are Your Volume Discounts Illegal? Sales 
Management, June 3, 1960, pp. 33-37, 114. 
[W.J.R.] 


The current interpretations of price discrim- 
ination are presented from both the FTC posi- 
tion and that of marginal users of volume and 
functional type discounts. Five unidentified 
companies’ arguments for volume discounts 
are contrasted with five companies’ (Swank, 
Pendleton Mills, Jantzen, Pet Milk, Sylvania 
Electric) arguments against volume discounts. 
A listing of the 66 companies now fighting 
price discrimination charges appears in chron- 
— order according to date of FTC com- 
plaint. 


What the Government Has to Offer. M. R. 
Conklin, Industrial Marketing, July, 1960, 
pp. 62-76. [J.£.M.] 


A member of the Bureau of the Census dis- 
cusses the information made available by the 
United States Government such as the Census 
of Population and Manufactures. The informa- 
tion is specifically related to the problems of 
the industrial goods marketer. Also, of value 
is the comment on unpublished data and the 
services that the comment on unpublished data 
and the services that the bureau performs for 
a fee such as special tabulations. For example, 
one study made was on the consumption of 
paperboard in the marketing of shipping con- 
tainers by geographic divisions. 


12. HISTORY AND TRENDS 


The British Credit Crisis of 1772 and the 
American Colonies. Richard B. Sheridan, 
The Journal of Economic History, June, 
1960, pp. 161-186. [w.J.R.] 


This article neatly summarizes commercial 
relations between Great Britain and. the Amer- 
ican Colonies between 1763 and 17'/2 and pro- 
vides a rationale for the expansion of credit 
which contributed to the British credit crisis 
of 1772. The crisis allegedly helped to focus 
discontent of the colonists and make them 
more responsive to anti-British propaganda 
which culminated in the Revolutionary War. 

The role of the English merchant in advanc- 
ing funds for the development of colonial 
trade is outlined. Also outlined are the two 
trading methods of organization developed be- 
tween Great Britain and the American colo- 
nies: the “plantation system” and the “com- 
mercial system.” The former is described as 
existing from Maryland to Georgia and 
“, . . had its origin in the large plantation 
unit of cultivation and the Acts of Trade 
which enforced a reciprocal flow of great 
staples and manufactured goods to and from 
the mother country.” Trading intermediaries 
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arose when a group of large planters devel- 
oped and it became common for the planter 
to consign his crop to a merchant in London 
who sold the crop and purchased goods on 
order for the planter. Thereafter, an alternate 
“merchant-factor” system developed in which 
British merchants traded on their own account 
with the colonists and also used factors or 
partners to transact the colonial side of their 
business, 


The Conquering Balkan Orthodox Merchant. 
Train Stoianovich, The Journal of Eco- 
nomic History, June, 1960, pp. 234-313. 
[W.J.R.] 


In a panorama covering 500 years—from 
the 14th through the 18th centuries—the 
author attempts to show how and why a native 
Balkan merchant or middle class developed 
and acted as the “. . . catalyst which joined 
the Balkan peoples to Europe, both by their 
commerce and ideas.” 

Described in some detail under the umbrella 
term of “Balkan Orthodox Merchant” are 
“, , . the Greek trader of Constantinople, 
Salonika, and Smyrna, the Greek and Ortho- 
dox Albanian merchant, sailor, and shipper 
of the smaller Aegean islands, the Greek, 
Viach, and Macedo-Slav muleteer and for- 
warding agent of Epirus, Thessaly, and Mace- 
donia, the Serbian pig-merchant of Sumadija, 
the ‘Illyrian’ muleteer and forwarding agent 
of Herzegovina and Dalmatia, who set up 
business in Ragusa (Dubrovnik) or Trieste, 
the ‘Rascian’ of Pannonia, and the Greek or 
Bulgarian of the eastern Rhodope.” During 
most of the period covered, the chief Balkan 
merchants of Orthodox faith were Greeks with 
a few Armenians and Serbs. 

One is forced to wonder if the contributions 
of American merchants to the American cul- 
ture are comparable either in content or 
effects. The reviewer knows of no substantial 
historical synthesis of the contributions of 
the American merchant class to the economic, 
social, and political arenas of our culture. 


13. INDUSTRIAL MARKETING 


Second Half Capital Spending: Steel Slows, 
Others Show Gains. E. C. Beaudet, Iron 
Age, June 28, 1960, pp. 1-8. [W.s.P.] 


This is the second in the 1960 series of 
quarterly surveys conducted for Iron Age by 
the National Industrial Conference Board on 
appropriations and spending for plant and 
equipment in the metalworking industries. 
Data come from NICB’s surveying all com- 
panies in metalworking with plants of 500 
or more plant workers. Considerable valuable 
detail is provided. 
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Manufacturers’ Opinions of Cotton and Leather 
Used in Shoes. Daniel B. Levine and 
Harold R. Linstrom, Marketing Research 
Report No. 392, Agricultural Marketing 
Service, U.S.D.A., April, 1960, 72 pp. 
[J.K.8.] 


A national survey of 81 shoe manufacturers 
(“conventional” footwear only) revealed that, 
although cotton and leather continue to play 
an important role in the production of shoes, 
they face increasing competition from man- 
made materials. 

Almost two-thirds of the shoes produced in 
1958 contained vamp linings of cotton; one- 
third had cotton quarter linings. Cotton thread 
was used in 85 per cent of the shoes made 
in 1958 while nylon, its strongest competitor, 
was used in about 40 per cent (the two are 
often both used in the same shoe). 

Leather remains the most popular shoe 
upper material. It was used in 85 per cent 
of the 1958 output. Comfort, appearance, good 
dyeing characteristics, and durability are its 
most important assets. Its major disadvantage 
is a lack of uniformity in the hide which re- 
sults in some production problems and in- 
creased handling costs. 

Natural and synthetic rubber, used in 48 
per cent of the 1958 shoe output, was the 
most popular soling material. Style, manufac- 
turing alterations, and future changes in the 
construction of shoes are also covered briefly 
in this report. 


Market Potential for Fats and Oils as Plas- 
ticizers. Richard Hall, Agricultural Mar- 
keting Series No. 282, Agricultural Mar- 
keting Service, U.S.D.A., May, 1960, 21 
pp. [J.K.s.] 


Plasticizers, to add flexibility to certain 
plastics, constitute a growing industrial mar- 
ket for animal and vegetable fats and oils. 
U. S. production of fat-based plasticizers is 
expected to exceed 100 million pounds by 1963. 
Market development depends on growth in 
the use of plasticized plastics and the exploita- 
tion of the special properties contributed to 
plastics by particular fat-based plasticizers. 
The growth and change in the plastics indus- 
try suggests continued product research and 
market development to maintain or expand 
uses for fats and oils in plasticizers. 


14. MARKETING 
MANAGEMENT 


Pursuit of Profit: How the Marketing Con- 
cept Builds a New Balance of Power. 
Printers’ Ink, February 19, 1960, pp. 21- 
28. [J.B.M.] 
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Printers’ Ink analyzed 100 marketing re- 
organizations occurring in 1959. Four princi- 
ples seemed involved. First, “Profit is the goal 
sought through marketing reorganization. Peo- 
ple, products, and planning—in proper balance 
—are the keys to profit.” Second, “Top man- 
agement will play an increasingly active role 
in marketing.” Third, “The evolutionary proc- 
ess of marketing organization and reorgani- 
zation will continue to be unique for each 
company—according to market situations, 
thinking, needs, and available skills.” Finally, 
“For a number of companies, the most im- 
portant box in the marketing organization 
chart has been the one labeled ‘product man- 
ager.’” The article is an excellent survey of 
the marketing concept. 


Seven Basic Steps in Planning the Test Mar- 
keting of a New Customer Package Goods 
Product. E. C. Bradley, Advertising Age, 
August 22, 1960, pp. 63-64. [J.E.M.] 


An apt, basic approach for market testing 
a consumer package goods product is pre- 
sented. The author explains each step in a 
careful and informative manner. The sum- 
marization reviews the points covered as fol- 
lows: “(1) Evaluation of the product by 
blind testing to determine whether it is 
worthy of actual marketing tests. (2) Once 
the decision has been made that a product 
is in hand, to set up the table for planning 
the work which allows adequate time for 
careful thinking and which proceeds on a 
step-by-step basis to the final completion of 
the plan . .. (3) Estimate the share of 
business to be aimed for and decide upon a 
projection of money available per case. 
(4) Set up the test marketing plan based 
upon a national plan, and (5) Outline the 
plan for study of quantitative and qualitative 
results of the test marketing which will meas- 
ure not only the brand’s initial success but 
its sustaining power.” 


A Behavioral Approach to Business Enter- 
prise. Harold L. Johnson. Southern Eco- 
nomic Journal, July, 1960, pp. 1-10. 
[F.M.] 


Johnson presents in graphical form a theo- 
retical structure for incorporating “human 
relations” into the conventional profit maximi- 
zation model for behavior of a firm. He enu- 
merates certain American values (achievement 
and success, activity and work, moral orienta- 
tion, equality, freedom, external conformity, 
science and secular rationality, nationalism- 
patriotism, democracy, individual personality, 
racism and related group superiority themes) 
and socio-economic goals of our economy (high 
standard of living, economic pr@gress, eco- 
nomic stability, personal security, order, jus- 
tice, freedom, development of the individual 


person, community improvement, national secu- 
rity, and personal integrity) as ingredients 
that make up the human relations variable. 
All that remains to be done is to put some 
empirical evidence on this fascinating skele- 
ton. Any volunteers? 


Get More from Your Training. R. L. Randall, 
Nation’s Business, June, 1960, p. 42. 
(M.M.S.] 


Four steps which will help in getting your 
money’s worth from management training 
courses are outlined in this article. 


The Measurement of Risk. Ferry B. Allen, 
The Financial Analysts Journal, March- 
April, 1960, pp. 63-70. [G.c.s.] 


Using the public utilities industry as an 
example, Allen shows the historical rate of 
return is not related to inherent business risk. 
He compares 1957 price/earnings ratios with 
rates of return and finds no significant rela- 
tionship between the two for some 440 com- 
panies. Although analysis of business risk 
might be applicable in sales forecasting, Allen 
devotes only one paragraph to a discussion 
of the effect of a firm’s competitive environ- 
ment. 


Innovation. News Front, May, 1960, p. 12. 
[M.M.8.] 


Innovation, initiative, individuality are the 
keys to corporate success, yet size and com- 
plexity of organization tend to stifle all three. 
The heads of several large companies tel] how 
their enterprises approach this basic problem. 


15. MARKETING 
EDUCATION 


What’s New in Advertising and Marketing, 
(published by the Advertising and Busi- 
ness Librarians of the Special Libraries 
Association). Subscription $5 a year. 
(Send subscriptions to Miss Frances 
Ford, Fuller & Smith & Ross, Inc., 606 
Fifth Avenue, New York 22, New York.) 
[J.E.M.] 


An index of published marketing informa- 
tion prepared by business librarians is now 
available. What’s New in Advertising and 
Marketing is published ten times a year and 
lists publications previews, consumer surveys 


and bibliographies, and announcements of new . 


material before it is generally released. The 
bulletin also reviews and analyzes important 
books, and publications in the marketing field. 
The listing should prove a valuable source for 
all marketers. 
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Towards a Liberal Education for Business. 
Thomas H. Carroll, Californiz Manage- 
ment Review, Spring, 1959, pp. 73-78. 
[Ww.J.R.] 


The current ferment in business education 
has been caused by (1) “the growth in the 
size and complexity of business organization 
itself”; (2) “the increasing impact of govern- 
ment and labor on business decisions”; (3) “de- 
velopment of a social environment that calls 
for increased public responsibility in business 
decision-making .. .” 

In response to the thought that too much 
emphasis on “how-to-do-it” techniques exists 
in present-day business schools, the Ford 
Foundation commissioned Professor R. A. 
Gordon to head a group focusing its attention 
“on the adequacy of business school curricula 
to provide competence in business, broadly 
construed.” 


16. MERCHANDISING 


Compact Car Prices in Major Cities. Allen F. 
Jung, The Journal of Business, July, 1960, 
pp. 252-257. [s.c.H.] 


The author has made several studies of 
variations in prices quoted for major appli- 
ances and automobiles among dealers in var- 
ious cities. The latest study shows that prices 
quoted by dealers in Chicago, Pittsburgh, 
Cleveland, Boston, and New York in March, 
1960, for identical new Falcons on a clean 
deal (no trade in) ranged from $2,031 to 
$2,210 and for Corvairs from $1,995 to $2,240, 
even after equalizing the freight differentials 
between the cities. There was a considerable 
range in prices within each city, although, of 
course, the variability was not as great as 
for the entire group of dealers. Every dealer 
shopped offered a discount off list prices. 


Consumers Request Packaging Changes. 
Howard A. Trumball, Food Field Re- 
porter, July 4, 1960, pp. 1, 6. [J.s.w.] 


When nearly 5,000 housewives were asked 
for suggestions on how food processors could 
help them as housewives, 60 per cent requested 
changes in the package while only 7 per cent 
called for improvement in the product per se. 
Nearly one-fourth of the group calling for 
package changes wanted packages which fit 
the size of the family. Storage convenience 
was considered as part of the package-size 
problem. Almost one-fifth of the group was 
unhappy about the opening (and closing) of 
food packages. Better labeling was sought by 
nearly 10 per cent and 7 per cent wanted 
greater package durability. 
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Memorable Packages. Industrial Design, July, 
1960, pp. 30-39. [J.E.M.] 


A visual parade of the packages used for 
well-known brands is presented in a series 
of illustrations. A historical vignette is in- 
cluded for each brand such as Lifebuoy, Chanel 
No. 5, Quaker Oats, and Campbell’s. The arti- 
cle is an excellent portrayal of marketing 
memorabilia. 


What Shoppers Want. Modern Packaging, 
June, 1960, pp. 110-111. [J.£.M.] 


Department store customers were surveyed 
to determine their preferences for packages 
that they choose after they purchase an item. 
Ninety-six per cent of them have very definite 
opinions. About 45 per cent of their purchases 
are for gift giving. When given a choice, 81 
per cent of the department store customers 
prefer set-up boxes; 15 per cent, folding 
boxes; and 4 per cent prefer both types 
equally. Of the 45 per cent buying for gift 
purposes, 32 per cent said appearance was 
the most important factor for preferring 
either type of box. The article states that a 
deduction to be made from the survey is that 
customers have a definite attitude toward 
department-store packaging. Packaging can 
be a powerful tool for creating store image. 


Upturn in Pre-packaging. Modern Packaging, 
July, 1960, pp. 89-94. [J.E.M.] 


The current status of pre-packaging fresh 
fruits and vegetables is carefully reviewed in 
this article. Nationally, an average of 87 per 
cent of the items sold in food store meat 
departments, as compared to 30 per cent for 
fresh fruits and vegetables, are pre-packaged. 
A few supermarket chains are now pre- 
packaging produce 100 per cent. Their success 
has opened the eyes of food store management. 
Consumers, however, still feel bulk fruits and 
vegetables are of better quality than packaged 
fruits and vegetables. The fact that pre- 
packaging protects the items has not been 
effectively promoted. After discussing new 
machinery and material developments, the 
article states that 61 per cent of the Super- 
market Institute members offer self-service in 
their departments. Eleven per cent of the 
supermarkets now have central packaging 
facilities. 


Chainstore Merchandising and Procurement 
Practices; The Changing Retail Market 
for Fresh Fruits and Vegetables. William 
E. Folz and Alden C. Manchester, Mar- 
keting Research Report No. 417, Agricul- 
tural Marketing Service, U.S.D.A., July, 
1960, 24 pp. [J.K.8s.] 


This study describes some of the changes 
that have taken place in the structure of 
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food retailing since 1935—characterized by 
the rise of the supermarket and of corporate, 
co-operative and voluntary chains—and ana- 
lyzes and evaluates the effects on the fresh 
fruit and vegetable industry. The policies and 
practices of chain supermarket organizations 
in promoting and selling fresh fruits and vege- 
tables, the effects of these policies on pro- 
curement methods (chiefly the increase in 
direct buying as more organizations grew 
to a size where they were able to bypass the 
terminal markets), and their impacts on pré- 
duction and marketing methods, are described 
and analyzed. 


17. PRICING AND PRICE 
POLICIES 


Aggregated Rebate Schemes and Independent 
Competition. Basil Yamey, Ozford Eco- 
nomic Papers, February, 1960, pp. 41-51. 
[S.C.H.] 


The British Monopolies Commission has 
issued several reports criticizing aggregate 
rebate schemes, under which a group of sellers 
agree to give customers cumulative quantity 
discounts based upon total purchases from all 
members of the group. Yamey does not agree 
that such schemes are necessarily restrictive 
of independent (non-group) competition since 
the independents can always match group 
prices. However, non-member suppliers prob- 
ably will be foreclosed from doing business 
with customers who have to buy some of their 
requirements from the group (either because 
some products or models are supplied only by 
members, or because non-member capacity is 
inadequate to supply total needs). Also, once 
a customer has made one purchase from the 
group, he is likely to remain loyal throughout 
the discount period. 


A Model of Price Flexibility. Joseph V. Yance, 
The American Economic Review, June, 
1960, pp. 401-418. [s.c.H.] 


Yance’s model assumes that industrial prices 
change mainly in response to cost changes 
rather than as a result of changes in demand. 
Moreover, the price reactions are not instan- 
taneous, but are best described as statistically 
distributed delays, similar to the responses of 
investment to demand, dividends to profits, and 
agricultural supply to prices. In a test appli- 
cation, the model described price behavior in 
the U. S. shoe and leather tanning industries 
(1947-1956) quite well. 


Ils There a Public Side to Private Pricemak- 
ing? Irwin M. Stetzer, Challenge, Jan- 
uary, 1960, pp. 50-54. [w.L.] 
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Evidence indicates that executives consider 
some target rate of return on investment to 
be an important pricing objective. The author 
examines the question of whether or not some 
form of public-utility-type cost-plus-fair-return 
pricing now dominates non-regulated industry. 
Inelasticities, and inequalities of buying power 
between buyer and seller which are conducive 
to administered pricing, will also lead to con- 
tinued governmental scrutiny and regulation. 


Price Leaders, Barometers and Kinks. Joe 8. 
Bain, The Journal of Business, July, 1960, 
pp. 193-203. [S.c.H.] 


A number of recent case studies of indus- 
trial pricing, particularly in the petroleum 
industry, have drawn on the concept of the 
barometric price leader. This concept, devel- 
oped by Stigler and refined by Markham, con- 
ceives of the price leader as the firm that 
simply bears the burden of recognizing 
changed demand and supply conditions. It is 
the bellwether of the industry, not the dictator, 
and barometric price leadership is devoid of 
the collusive taints commonly associated with 
other types of price leadership. Bain criticizes 
this concept on the grounds that price results 
under barometric leadership may be quite dif- 
ferent from purely competitive results. He also 
believes that some of the supposed earmarks 
of barometric leadership, such as changes in 
the role of the leader and occasionally laggard 
responses, may be simulated by sophisticated 
collusionists or be the results of intermittent 
collusion. 


Food Prices and the Bureau of Labor Statis- 
tics. William H. Kruskal and Lester G. 
Telser, The Journal of Business, July, 
1960, pp. 258-279. [S.c.H.] 


The authors severely criticize the Food at 
Home component of the Consumer Price Index 
(often popularly but erroneously called the 
Cost of Living Index) on three grounds. The 
heaviest criticism is directed at the lack of 
detailed documentation that would fully de- 
scribe the steps used by the BLS in selecting 
cities, stores, commodities and brands, and 
that would present the rationale behind the 
selections. They also criticize the failure to 
measure sampling error statistically, and the 
omission of weekend ‘sale prices from the 
index. They believe these weaknesses make 
BLS data useless for economic analysis pur- 
poses, such as the recent arguments over the 
competitive impact of trading stamps. A re- 
buttal by Commissioner Ewan Clague (pp. 
280-284) admits the lack of documentation but 
cites budgetary difficulties, the fairly frequent 
investigations and approval of Bureau proce- 
dures by eminent statisticians, and the prob- 
lems of disclosure. Sampling error is not 
reported for many segments of the Index 
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because judgment samples are used and meas- 
ures of probable error are not appropriate. 
Weekend and sale prices are not used (a) be- 
cause many respondents would withdraw all 
co-operation if the Bureau attempted to shop 
their stores during rush periods, and (b) the 
data are not needed since the Index is con- 
cerned with price movements rather than the 
actual level of prices at any one time. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


Syracuse Area Tops For Product Testing. Food 
Field Reporter, July 18, 1960, pp. 1, 8. 
[J.8.w.] 


Syracuse, New York, is considered to be 
the No. i test market in the United States. 
The seasons why this city holds such an un- 
usual distinction are pointed out in this arti- 
cle. Moreover, a number of interesting test 
campaigns are explained, thereby providing 
case histories for anyone wanting to know 
more about the testing process. 


La Recherche Operationnelle Au Service D’une 
Meilleure Connaissance Des Transports 
Routiers. Gabriel Viguier, Travail et 
Methodes, April, 1960, p. 31-33. [s.J.s.] 


With the help of operations research analy- 
sis, firms are able to make more accurate 
decisions in choosing transportation routes and 
methods. In selecting the optimum transporta- 
tion route at a given time, such factors as 
market conditions, seasons, costs, speed of 
delivery, warehousing facilities, and distance 
have to be weighed carefully. 

The transporter using operations research 
methods can make decisions on a more scien- 
tific basis through mathematical analysis and 
consideration of all the factors which deter- 
mine the optimum route. 


La Societé Francaise De Recherche Operation- 
nelle. J. Weinbach, Travail et Methodes, 
January, 1960, p. 93. [S.J.s.] 


The growing importance of operations re- 
search in the management of French indus- 
tries is dramatically reflected in the organi- 
zation and rapid expansion of an operations 
research society. Organized in 1956 with but 
93 charter members, the association as of June 
1959 had mushroomed to 613 members. 

The French Operations Research Society 
was organized to acquaint members with 
operations research techniques, to exchange 
research experience, and to keep up with 
world progress in operations research methods. 

At a recent convention the membership on 
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the basis of interest areas was broken down 
into study groups on: (1) investments and 
depreciation, (2) linear and nonlinear pro- 
graming, (3) macroeconomics, (4) distribu- 
tion and warehousing, (5) management of 
inventories, (6) human sciences, and (7) mili- 
tary strategy and tactics. 


The Selection of Projects for Industrial Re- 
search. C. M. Mottley and R. D. Newton, 
Operations Research, November-December, 
1959, pp. 740-751. [w.L.] 


Problems for research investigation are often 
posted at a faster rate than resources are 
made available for research. Management is, 
therefore, faced with the problem of selecting 
the group of research projects that will maxi- 
mize returns for research resources expended. 
This paper presents a method of evaluating 
research proposals. The basic idea is the 
development of a numerical score for such 
important (but subjective) factors as promise 
of success, expected gain, market and situa- 
tion, completion time, and projected costs. 
The resulting project scores can be used to 
determine the best research program for a 
given budget. 


Response Variations between Telephone and 
Personal Interviews in Consumer Market 
Surveys. Robert E. Branson and George 
Dillin Jr., Texas A. & M. College, 1960, 
7 pp. [G.c.s.] 


This report, based on an analysis of re- 
sponses to two consumer surveys, showed no 
important differences in answers obtained in 
telephone and personal interviews. Responses 
to three types of questions were tested: non- 
personal factual information questions, opin- 
ion information questions, and personal ques- 
tions (eg., income, education, age). Some 
difficulty in probing during telephone inter- 
views was encountered, but their half-hour 
length was not considered a problem. 


Is Marketing Research Over-stressing Tech- 
nique, Absolutes? A. R. Graustien, Jr., 
Advertising Age, June 27, 1960, pp. 79- 
84. [J.E.M.] 


This article asks certain questions about 
market research. Marketing research should 
continue in the direction of making greater 
use of available quantitative data. The experi- 
mental research techniques are not to be 
eschewed. However, Mr. Graustien wonders 
whether the enchantment with the techniques 
of the other sciences is making the marketing 
research task harder than it should be. He 
suggests that much effort is wasted seeking 
absolute answers when relative ones may be 
sufficient. 
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An Analysis of Inquiries Produced by Business 
Papers. A. E. Earley, Media/Scope, June, 
pp. 59-66; July, 1960, pp. 44-56. [J.E.m.] 


This two-part article is an analysis of 
both inquiries and Starch studies made by 
one company advertising in business publi- 
cations. The study presents a discussion of 
how color, size, location, position, frequency, 
season, and other factors affect the volume 
of inquiries and readership of advertisements 
in business publications. The article is an in- 
teresting case history of the type of research 
that can be done in advertising when adequate 
records are kept for each advertisement’s per- 
formance. Interesting points on the physical 
characteristics of advertisements are also pre- 
sented. Examples are: “It is strongly indi- 
cated that headline after illustration is better 
than headline before illustration,” and “Action 
without people rates the best while no action 
with people does the poorest.” The article 
supplements “An Analysis of 12 Million In- 
quiries” on consumer advertisements by Dr. 
Starch, previously reviewed in this section. 


“Mediphone,” Inc., Announces “Mediphone” 
Service, the Pharmaceutical Industry’s 
New Stethoscope. Drug Trade News, May 
2, 1960, p. 27. [M.M.S.] 


A new national telephone service has been 
established through which physicians will ob- 
tain essential or emergency information about 
drugs, and the sponsoring manufacturers will 
receive a steady flow of data to guide them 
in marketing, drug development, advertising, 
and other services. Operation of the service is 
explained. 


19. RETAILING 


Suppliers Ask Who’s Next? Where? Elsa 
Gidlow, Sales Management, June 3, 1960, 
pp. 79-80, 83-84, 86. [W.J.R.] 


The right to stock supermarket shelves and 
to make displays is the subject of a jurisdic- 
tional dispute between retail grocery clerks 
and their unions on the one hand and manu- 
facturers and suppliers on the other. In a 
sense the issue revolves around autonomy for 
retail stores vs. persistent and continuing 
integration of the retail level by manufac- 
turers and suppliers. In this case store man- 
agements, excepting certain large chains like 
Safeway, often prefer that rack jobbers or 
other suppliers care for their products anc 
make appropriate displays thus freeing their 
own employees for other work. 

Retail clerks, faced by self-service and in- 
creasingly by automatic merchandising, are 
making a stand in California to stop what 
they consider to be encroachments upon their 


work. The issue with some of its behind-the- 
— implications is highlighted in this 
article. 


Changes In The Market Structure of Grocery 
Retailing 1940-1958. Willard F. Mueller 
and Leon Garoian, Research, Report &, 
Agricultural Experiment Station, Univer- 
sity of Wisconsin, and Agricultural Mar- 
keting Service, U.S.D.A., April, 1960, 41 
pp. [J.K.s.] 


A decreasing number of chains are doing 
an increasing share of the nation’s grocery 
business. In 1940 the 20 largest chains ac- 
counted for about 29 per cent of grocery store 
sales while in 1958 they had 36 per cent. 
Furthermore, affiliated independents increased 
their share of sales made by all independents 
from 46 to 73 per cent, (1940-1958). 

Growth experienced by the 20 largest grocery 
companies was primarily internal rather than 
by mergers. Horizontal mergers apparently 
played an important role in growth of many 
large retail companies, their net effect being 
to increase national market concentration 
above that developed without them. ‘ 

In 1958 the country’s 20 largest corporate 
chains operated over 90 per cent of all chain 
manufacturing plants and the top 4 operated 
more than all other chains combined. Size is a 
factor that predominantly determines whether 
chains can integrate vertically. Consequently, 
successful horizontal integration may be a 
first step toward vertical integration. The 
chains’ ability to overcome the product differ- 
entiation barrier appears to explain much of 
their capacity to integrate vertically into many 
product lines. 

Today’s profit margins imply that food in- 
dustries are now performing in a more satis- 
factory manner than in prewar years. How- 
ever, profit margins are not sufficient as they 
are influenced by many factors, including in- 
creased advertising expenditures. As a per 
cent of dollar sales, advertising expenditures 
increased from 1.1 to 2.0 per cent (1947-1957). 
By 1956 food industries spent $10 for advertis- 
ing for every dollar spent on research. 


Merchandising to a Profit. Robert D. Enten- 
berg, Retail Control, May, 1960, pp. 7-16. 
[S.c.H.] 


Although department-store operators can do 
many things to improve their profits (such as 
control mark-downs more skillfully, program 
more adequate research, and project store 
images more vividly), the most important step 
is to adjust to market changes. Department 
store merchandise investments should tend 
towards concentration in those fields in which 
total consumer purchases are expanding most 
rapidly. 
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Suggestions for Improving Profits. Frank W. 
Walters, Retail Control, April, 1960, pp. 
7-21. [8.C.H.] 


The author, a vice president of the Dayton 
Company, a large department store in Minne- 
apolis, was assigned two years ago to work 
full time on profit improvement. Since then 
a number of engineering studies have been 
conducted to reduce expense items, organiza- 
tional structure has been realigned to end 
duplication of control (salespeople now re- 
port to directors of selling service—who in 
turn report to the divisional Merchandise 
Vice Presidents), and profit planning and 
budgeting are used extensively. Department 
heads are judged on their performance against 
the budget, rather than on the basis of his- 
torical comparisons. 


Trading Stamps in the Service Station. Harvey 
L. Vredenburg, Bureau of Business and 
Economic Research, State University of 
Iowa, 1959, 34 pages. [G.c.s.] 


This monograph is based on personal inter- 
views conducted by the author and an analysis 
of independent research conducted by some 29 
oil companies, Trading stamps are currently 
being used by about one-third of all U. S. 
service stations. They have increased profits 
for about one-fifth of stations adopting them. 
The principal benefit from stamps is higher 
gasoline volume, better prices and margins, 
higher sales of other products, more loyal cus- 
tomers, and larger sales per customer. Among 
the disadvantages are increased costs which 
are difficult to absorb, potential ill-will among 
some customers, less flexibility in merchandis- 
ing, and competitive retaliation. 


Another Look at Self-Selection. Journal of Re- 
tailing, Summer, 1960, pp. 57-122. [s.c.H.] 


The third of the Journal of Retailing’s an- 
nual special issues, this symposium is devoted 
to the problems of the application of self- 
service and self-selection to nonfood merchan- 
dise, particularly in department stores. 

A test of check-out cashiering in the toy 
department of a West Coast department store 
during the Christmas rush, reported by Robert 
H. Ely (“Centralized Cashiering in Self- 
Selection Aids Control”), showed that five 
specially-trained cashier-wrapper teams could 
handle over 2,000 customers per eight-hour 
day, even though most transactions involved 
charge payments, and could greatly speed 
service. Ely also discusses the use of the 
check-out cash register to develop stock con- 
trol information. Bernard W. Smith and Her- 
man Radolf point in “Self-Selection Challenges 
the Merchandise Division” that reducing or 
eliminating the role of the sales clerk reduces 
the opportunity to suggest substitutes for 
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items that are out of stock or to push items 
against customer resistance. Buying must be 
more skillful, and clever display arrangements 
are needed for suggestion selling. William J. 
Regan, in “Self-Selection Buying in Depart- 
ment and Specialty Stores,” analyzes the 
switch to self-service as a transfer of initia- 
tive from the store to the customer. This, in 
turn, imposes all sorts of communications dif- 
ficulties upon the store, susceptible to solu- 
tion only through carefully co-ordinated pro- 
grams. 

Robert E. Dodge discusses “How Discount- 
House Selling Has Influenced Department 
Stores,” generally in the direction of more 
self-selection and self-service, even though the 
discount houses are beginning to provide more 
service. William T. Kelley traces the “Use of 
Self-Selection in Drug Stores,” and notes its 
very considerable expansion, largely as a re- 
sult of operating economies. Many difficulties 
are encountered in the application of self- 
service to drug stores, but skilled executives 
can overcome all of these. Edgar A. Pessemier, 
“Applying Supermarket Techniques to Non- 
Food Retailing,” discusses a number of rules 
for space allocation and the difficulties en- 
countered in this application. Physical char- 
acteristics and rate of sale tend to determine 
the space required by each item, but profit 
contribution and marginal rate of response in 
sales to improved location and space should 
be taken into account. Stanley C. Hollander 
comments on “How Self-Selection Affects 
Vendor Relations” largely in terms of influ- 
ence on brand selection, merchandise assort- 
ment, packaging, and use of dealer aids. 

Ronald D. Michman, “Train Salesmen to 
Eliminate Need for Self-Selection,” and 
Edward McFayden, “Improving Attitudes and 
Performance of Salespeople” depart from the 
general approach of the other contributors to 
the symposium in discussing what might be 
done to develop service instead of self-service. 
McFayden reports two significant British sur- 
veys indicating the need to develop salesperson 
satisfactions on the job. 


Geographic Distribution of Retail Trade in 
the Seattle Metropolitan Area. Louis C. 
Wagner, Seattle: University of Washing- 
ton, College of Business Administration, 
Occasional Paper #6, 1960, 115 pp. [F.M.] 


Professor Wagner has traced, by major kind 
of business, the changes in retail trade volume 
that have occurred between 1948 and 1954 in 
49 trade tracts within the Seattle metropolitan 
area. This is the first time that a similar 
study was done in so much detail. Factors 
behind these movements are also analyzed. All 
members in the retail trade, city planners, and 
developers would be interested in the actual 
findings as well as in the methodological con- 
tributions. 
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The Techniques of Buying and Merchandising. 
The Metropolitan Cincinnati Market. James 
G. Sheehan, a study conducted for The 
Cincinnati Enquirer, 1959, 80 pp. [F.M.] 


Sheehan provides an historical sketch of the 
development of the institution of suburban 
shopping centers and shows how it fits into 
American retailing. He analyzes the impact of 
centers on the central business district as well 
as on secondary shopping areas. A most fas- 
cinating part of the study is a comparison of 
certain attributes of the downtown and shop- 
ping center patrons. 


The Techniques of Buying and Merchandising. 
Beatrice Judelle, Stores, June, 1960, pp. 
9-15, 18-19, 22, 24. [J.s.w.] 


The second article in the “Guideposts to 
Tomorrow” series printed in Stores magazine 
in celebration of the fiftieth anniversary of 
the National Retail Merchants Association 
traces the changes in buying and merchandis- 
ing in department stores over these years. The 
functions of the buyer and the merchandise 
manager are examined, and the changing role 
of the controller is traced. Interesting vi- 
gnettes of pioneers and leaders in the field 
of merchandising—Edwin Goodman, Charles 
G. Nichols, Jay Runke, Fred Lazurus, Jr., 
Franklin Simon, Gordon K. Creighton, Ernest 
Katz, Paul H. Nystrom, E. A. Filene, John 
Wanamaker, et al.—are included. 


The First 35 Dynamic Years—The Story of 
Chain Store Age. Godfrey M. Lebhar, 
Chain Store Age, Grocery Executives Edi- 
tion, August, 1960, pp. 109-129. [J.s.w.] 


The growth and development of any business 
activity in the United States can be measured 
in part by the number and quality of the trade 
publications serving the industry. For the 
past 35 years, Chain Store Age has been fur- 
nishing a constant flow of information, news, 
and advice. Godfrey M. Lebhar, editor-in-chief 
of the magazine, has been on the scene for 
the entire period; therefore, his history of 
Chain Store Age during past struggles makes 
fascinating reading for anyone interested in 
retailing. In telling the story of the magazine, 
Mr. Lebhar obviously must weave the history 
of chain stores into the fabric of the tale. 
The various causes that were fought, such as 
the chain store tax, are explained by a man 
who knows the ins-and-outs of the fighting 
intimately. Certainly Chain Store Age has 
been an important influence on the retailing 
scene during the past 35 years. 


How Customers Shop the Super Market. Pro- 


gressive Grocer, August, 1960, pp. D49- 
D56. [J.8.w.] 


This article reports on an exhaustive study 


of traffic patterns in a typical food store. 
Supermarket customers were found to be wall 
shoppers first; interior aisles receive much 
lower traffic burdens. The use of longer gon- 
dolas with cross aisles removed tended to 
increase the sale of grocery items on store 
shelves. Statistics on type of item purchased, 
dollar sales by day of week, time of day 
customers shopped, as well as an interesting 
flow chart are included. Consumer attitudes 
are appraised, and ideas designed to stop 
shoppers before merchandise are discussed. 
The article is extracted from Progressive 
Grocer’s “Dillion Study.” 


Fifty Years of Main Floor Merchandising. 
Stores, July-August, 1960, pp. 25-46. 
[J.s.w.] 


The opening sentence of this article provides 
its rationale: “Coming events in the depart- 
ment store world often cast their early 
shadows across the main floor.” The National 
Retail Merchants Association continues its 
appraisal of department store retailing with 
the third article in the “Guideposts to Tomor- 
row” series that celebrates the association’s 
fiftieth anniversary. Topics discussed include: 
assigning departments to the main floor; open 
selling fixtures for the main floor and the 
effects of selling from limited assortments. 
Predictions about future developments on the 
main floor are projected from an understand- 
ing of past developments there. The article 
appears to be the pooled judgment of many 
experts in the department store field. 


How to Stop the Decline of College Level 
Retail Programs. Eugene H. Fram, Stores, 
July-August, 1960, pp. 62-63. [J.s.w.] 


At a time when business education is being 
rocked by the Ford and Carnegie reports, the 
eternal struggle between the vocationalists and 
the theorists-generalists continues. This article 
is based upon the assumption that vocational 
training for careers in retailing is a legitimate 
college function. The writer, a member of the 
retailing faculty at Rochester Institute of 
Technology, bemoans the general deterioration 
of most collegiate programs designed to train 
retailing executives. The loss of enrollment and 
prestige for such programs are both lamented. 
Suggestions for improvement of the situation 
are given. These ideas largely place the burden 
for bringing about a change upon retailers. 
These businessmen should visit classes, speak 
before classes, or teach on a part-time basis. 
Furthermore, they should give up their criti- 
cal attitude toward the educator’s ability to 
teach retailing in the classroom and should 
encourage high school graduates to enter col- 
lege programs aimed at preparation for re- 
tailing careers. Somehow the matter doesn’t 
seem that simple. 
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Machines Are Selling Everything . . . from 
Peanuts to Panties. Sales Management, 
June 3, 1960, pp. 38-40, 42, 116, 118. 
[W.J.R.] 


The current status of automatic merchandis- 
ing is reviewed in question and answer format. 
Quantitative growth, important producers and 
users of automatic equipment, identification of 
major experiments with automatic merchan- 
dising, and other background information are 
included. 


20. SALES MANAGEMENT 


How to Build Facts into Profits. Food Engi- 
neering, March, 1960, pp. 37-41. [T.C.T.] 


Role played by market research in the food 
and beverage industries is detailed in this 
survey. Especially significant is the broad use 
made of market research by food and beverage 
outfits. For example, 73 per cent of respond- 
ents said their data probers maintain “close 
liaison” with sales department, 59 per cent 
with advertising, 41 per cent with production, 
33 per cent with R&D, 31 per cent with mer- 
chandising, 20 per cent with finance, 10 per 
cent with purchasing and public relations, 8 
per cent with distribution, 6 per cent with 
packaging, and 4 per cent with home eco- 
nomics. Also included is a tabulation of whom 
the market research head reports to, and a 
comparison with consumer products industries 
as covered by American Marketing Associa- 
tion’s own 1959 survey. 

Several companies are quoted on what they 
expect from their market research programs, 
what can be done to make probing more 
effective, and why certain organizational lines 
are followed. According to the survey, average 
outlay for market research was 0.287 per cent 
of sales, but the spread was pretty wide—from 
2.0 per cent of sales to 0.0004 per cent. The 
article predicts this share will increase as 
top management becomes more aware of the 
importance of marketing research in new prod- 
uct development and profit building. Tabula- 
tions cover allocation of market research funds 
by company size, dates when formal research 
departments were set up, corporate functions 
that work with market research units, and 
management level at which research director 
reports. 


Sales Promotion Yardstick for Electric and 
Gas Utilities. William T. Kelley, The Pub- 
lic Utilities Fortnightly, March 17, 1960, 
pp. 382-395. [J.E.M.] 


Dr. Kelley has written an interesting and 
definitive analysis of public utility sales pro- 
motion. The presentation is an excellent case 
for the use of data available in an industry. 
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The problem is the compiling of such data 
into a meaningful pattern as has been done 
here. The article presents the reasons public 
utilities should spend money and effort on 
sales promotion and an analysis of the utili- 
ties’ promotional mix and advertising expendi- 
ture pattern. A series of comprehensive tables 
is used to support the conclusions reached. 


21. STORAGE AND 
TRANSPORTATION 


Transportation Number. Business History Re- 
view, Summer, 1960, pp. 187-216. [sS.c.H.] 


Historical analysis has been applied far 
more thoroughly to transportation than to any 
other segment of marketing. This issue adds 
four more studies to that literature. Robert 
E. Carlson (“British Railroads and Engineers 
and the Beginnings of American Railroad De- 
velopment”) demonstrates how much of our 
railroading know-how in the 1820s was im- 
ported from England. Two complementary 
articles, “Anglo-American Merchant Bankers 
and the Railroads of the Old Northwest 1848- 
1860,” by Ralph and Muriel Hidy, and “British 
Attitudes toward Investment in North Ameri- 
can Railroads,” by A. W. Currie, trace the 
changes in attitude toward American rails 
among British investors, beginning with skep- 
ticism in the 1820s, changing to enthusiasm by 
the late 1850s, and turning to relative disen- 
chantment after the crash of 1893. “Behind 
the Lines” by Robert C. Toole presents a his- 
tory of the LaCrosse Packet Company which 
maintained a profitable steamboat trade be- 
tween LaCrosse, Wisconsin and St. Paul, 
Minnesota for four and a half years during 
the Civil War. A selected bibiiography of 
studies in business enterprise for 1959, pre- 
pared by Lorna M. Daniels, appears in the same 
issue. 


22. THEORIES IN 
MARKETING 


On the Effects of Communication. W. Phillips 
Davidson, Public Opinion Quarterly, Fall, 
1959, pp. 343-360. [G.F.] 


Communications serve as a link between man 
and his environment. Their effects may be 
explained by the role they play in enabling 
people to bring about more satisfying relation- 
ships between themselves and the world around 
them. Most communicators are in a difficult 
position when trying to effect persuasion out- 
side their own group, because: (1) they do 
not control aspects of the environment that 
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are significant to their audiences, and (2) they 
usually do not have a monopoly on channels 
of information. To influence behavior the 
communicator’s information must, therefore, 
be more accurate and more useful than infor- 
mation from competing sources. In other 
words, the communicator’s audience is not a 
passive lump of clay to be molded by the mas- 
ter propagandist. The question is, then, where 
does this leave the Hidden Persuaders? 


The Growing Concern over Business Responsi- 
bility. William C. Frederick, California 
Management Review, Summer, 1960, pp. 
54-61. [W.J.R.] 


Positing that the collapse of laissez-faire 
created a philosophical vacuum for the issue 
of business responsibility, author Frederick 
classifies the chief aspirants to fill this void: 
{1) the concept of management as trustee of 
the public interest; (2) the application of 
Christian ethical principles to business prob- 
lems; (3) the balance of power or countérvail- 
ing power doctrine; (4) “the viewers with 
alarm” (Huxley, Orwell, Riesman, Whyte, and 
Mills) who counsel a “.*. . resistance ¢f the 
spirit against the ravages of organizaticn and 
mass technology”; (5) reformulation of the 
capitalist ethic (such as in Kelso and Adler’s 
The Capitalist Manifesto). 

Believing that none of these schools of 
thought offers “. . . a clear-cut, substantive 
meaning of the social responsibilities of busi- 
nessmen,” the author identifies these criteria 
for an adequate theory of business responsi- 
bility: (1) recognition that production and dis- 
tribution should enhance total socio-economic 
welfare; (2) realization that the new concepts 
of management and administration are replac- 
ing the “Great Man” theory; (3) identification 
of the profit motive with socially useful goals; 
(4) recognition that “. . . the behavior of in- 
dividual businessmen is a function of the 


social role they play in business and society”; 
(5) awareness that socially responsible busi- 
ness behavior cannot be produced automatically 
but must result from conscious effort. 


Bilateral Monopoly, Successive Monopoly and 
Vertical Integration. Fritz Machlup and 
Martha Taber, Economica, May, 1960, 
pp. 101-119. [s.c.H.] 


Quite a number of economists have argued 
that vertical integration benefits the con- 
sumer, either through cost reductions in the 
merged firms, or through alterations in market 
positions and price practices. Machlup and 
Taber discuss the latter group of arguments 
here, and hold that they rest upon generally 
unrealistic assumptions. Thus, (in formal 
models) bilateral monopoly can be shown to 
result in lower output and higher price than 
will outright consolidation if one party de- 
termines price and the other determines quan- 
tity, but this is not the usual practice. Also 
the formal models exclude such factors as 
the barriers to entry that result from vertical 
integration of existing firms. 


Some Neglected Possibilities of Communica- 
tion. Frank A. Geldard, Science, May 27, 
1960, pp. 1583-1587. [s.c.H.] 


Advertising theorists may be interested in 
this discussion of the possible use of the skin 
as a receptor for messages, in place of, or as 
a supplement to, the eyes and ears. The skin 
is receptive to a variety of thermal, chemical, 
and electrical stimuli, but Geldard especially 
discusses ability to distinguish messages trans- 
mitted by application of mechanical vibrations 
to the skin. Since the vibrations can be 
varied in duration, frequency, intensity and 
locus, a wide range of symbols can be devel- 
oped. In laboratory experiment subjects have 
been taught to “read” or sense such messages 
with amazing speed and accuracy. 
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SAMPLING IN A NUTSHELL, by Morris James Slonim. 
(New York: Simon and Schuster, 1960. Pp. ix, 145. 
$3.50.) 

Mr. Slonim, who has a strong academic 
background and extensive statistical experi- 
ence, particularly in the Air Force, has pro- 
duced a really remarkable book: 145 pages, 
17 chapters, 18 cartoons—all skillfully blended 
in a light but effective presentation of a 
serious subject. The book is aimed particularly 
at executives and accounting personnel in 
both business and government service. The 
author is concerned about the fact that public 
comprehension of the subject of sampling has 
lagged behind its development and application. 

He packs a lot into an introductory chapter 
and then discusses conventional areas such as 
steps in a sampling survey, sampling and non- 
sampling errors, and various types of sam- 
pling methods. He also develops quality con- 
trol and acceptance in typically short, but 
effective, chapters. There isn’t a dull line in 


arketing Association or the JOURNAL OF MARKETING.) 


his book. It is all alive, interesting, and illu- 
minating. He has taken a generally dry sub- 
ject and made it completely palatable. 

His last chapter, which deals with case 
histories, should convince even the die-hards 
of the economies which sampling can make 
possible. His examples cover a wide variety 
of business and government activities includ- 
ing motion picture production, air lines, rail- 
roads, oil production, communications, and a 
personal loan agency. Here again he gen- 
erally uses short treatments. An exception 
describes sample audits in the U. S. Air Force 
and takes five pages. After all, he is an Air 
Force Colonel. This final chapter ties together 
material presented in the preceding portions 
of the book. 

He unquestionably has achieved his goal: to 
increase “the general public’s understanding 
of the subject of sampling . . .” Incidentally, 
the book was favorably reviewed in the Wall 
Street Journal, which should further its 
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acceptance. This is his first book. It is hoped 
that he will write others of equal quality 
and clarity. 

E. N. ASMANN 


Illinois Bell Telephone Company 


INTRODUCTION TO BUSINESS ENTERPRISE, by 
Wayne L. McNaughton. (New York: John Wiley 
Sons, Inc., 1960. Pp. xii, 538. $6.25.) 


In the development of this book, the author 
has drawn from his vast experiences in the 
business world as well as his understanding 
of the needs of beginning business students, 
gleaned through his many years of service as 
a professor of business and economics. 

The purpose of the book as an introductory 
text in the field of business is five-fold: (1) an 
aid in choosing a career, (2) a foundation for 
further study, (3) preparation for a job, 
(4) an integrative aid, and (5) cultural study 
for the non-business stydent. 

The textbook method of presentation is used, 
the book being organized for a one- or two- 
semester course. A summary and a list of 
questions are appended to each chapter. The 
author has made available a teacher’s manual 
and a student’s workbook. In general, the 
book is well written and easily read by begin- 
ning students in the field of business. 

The book can be divided into ten parts. 
Part I, the first two chapters, provides back- 
ground information. The nature and purpose 
of business and the business enterprise are 
defined and discussed. The place of business 
in society and how businessmen must develop 
new ideas and products to compete successfully 
is outlined. Part II deals with forms of busi- 
ness ownership. Here, sole proprietorships, 
partnerships, corporations, and other forms of 
ownership are defined and explained. The 
author uses examples throughout which tie 
meaning to definitions for the beginner. 

The third section provides materials on 
short term financing, intermediate and long 
term financing, and a survey of financial 
institutions. The author leads his reader 
through a well-organized series of definitions 
of financial instruments and financial proce- 
dure, giving easily understood examples in 
each instance. 

The financial institutions chapter takes the 
student to five service and supply institutions 
in the market place of money: (1) commercial 
banks; (2) savings, loan, and finance institu- 
tions; (3) investment institutions; (4) facili- 
tative institutions; and (5) government insti- 
tutions. 

Part IV is concerned with risk taking. 
Chapters on competition and pricing and re- 
ducing risk bring out and emphasize forms 
of competition versus monopoly and ways of 
insuring against risk. Part V discusses hous- 
ing and equipping the enterprise. Factory and 


store layout and the location of the firm is 
highlighted. The author shows excellent in- 
sight in his choice of diagrams and figures. 
In the next part, the managerial process is 
developed. This section includes planning, or- 
ganizing, investigation and research, account- 
ing, statistics, standards, and the process of 
communicating. These are all rather short 
chapters and quite uncomplicated. They deal 
with simple terminology and description. Few 
descriptive examples but many figures are 
used. 

Part VII is entitled “Maintaining Person- 
nel” and covers briefly the personnel functions 
of industrial relations, wage and salary ad- 
ministration, and employee benefits and serv- 
ices. Parts VIII and IX spell out the structure 
of business enterprise in chapters dealing with 
the production of goods and services through 
manufacturing. The marketing process is quite 
complete for the new student in business, cov- 
ering wholesaling and retailing, buying, selling, 
advertising, transportation and storage, as 
well as international trade. 

In the last part the author is concerned 
with the relationship between business enter- 
prise and the government. Three chapters out- 
line respectively taxation and government 
services, government regulation and control, 
and business law and ethics. 

Dr. McNaughton has certainly achieved his 
purposes in the content of this text. It is 
written to the freshman or sophomore and 
provides an interesting and sufficient coverage 
of the field of business as required by the 
beginner. The drawings by Mr. Jerry Allen 
Lewis enrich the format of this book—another 
fine text in the introduction to business area. 


EDWARD J. KUNTZ 
Indiana University 


THE THEORY OF THE GROWTH OF THE FIRM, 
Edith Tilton Penrose. (New York: John Wiley 
Sons, Inc., 1960. Pp. viii, 272. $6.00.) 


The current fetish among political econo- 
mists is the question of growth. Among the 
many politically inspired pronouncements on 
economic growth are a few serious studies. 
One such is the book “The Theory of the 
Growth of the Firm,” by Edith T. Penrose. 
It offers a thesis on why firms grow and 
discusses the factors involved, the types of 
growth, and the relation between size and 
growth. 

Author Penrose proposes that forces for 
growth are inherent in the modern business 
organization with its division of labor among 
specialists within the management function. 
She proposes that growth is a means of ap- 
proaching equilibrium between the demands 
for management skills and services by the 
organization and the supply, available only 
in discreet units. 
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The theory of growth as set forth might 
be completely general, but the author suggests 
it for only a limited case. In setting a frame 
of reference she makes these assumptions: 

1. Consideration is limited to incorporated 
industrial firms in a free market econ- 
omy. 

2. Resources are not limited; that is, 
neither natural resources, capital, nor 
labor (including especially managerial 
labor) is limited to the individual firm. 

3. Profitable investment opportunities are 
available in the economy at current prices 
and interest rates. These opportunities 
may not be in the same line of products, 
but nevertheless are available to the 
given firm if its management is alert 
enough to recognize and grasp them. 

Recognition is given to a variety of factors 
affecting growth, some being factors external 
to the firm and others internal. The external 
factors are given conventional treatment. In- 
ducements to growth are characterized as the 
opportunities and incentives for expansion. 
The obstacles to growth are competition, both 
direct and indirect. 

Major attention is given to internal factors 
and these are considered to be the critical 
ones affecting growth. These internal factors 
are associated with the management function. 
First, the author differentiates the function 
and characteristics of the entrepreneur from 
that of the managerial function itself. The 
latter is held to be related to administrative 
and technical competence; the former is evi- 
denced primarily in imagination and vision 
with respect to opportunities for the firm. 
After this differentiation, attention is cen- 
tered primarily on the managerial function. 
Author Penrose treats management personnel 
as resources, and postulates that the utility 
of resources expresses itself in service. She 
states: “For the most part resources are only 
obtainable in discreet amounts, that is to say, 
a bundle of services must be acquired even 
if only @ single service should be wanted.” 
Management can’t hire only a worker’s skill 
in addition or an individual’s memory, any 
ee that it can buy coal without getting the 
ash. 

For example, in a small or medium-sized 
firm the creation of the post of safety engineer 
may not require the full energies of a compe- 
tent man. Consequently, at any time the avail- 
able services within the management of a 
firm will always be, in some respect, out of 
balance with the needs. According to the 
author, “Having acquired resources for actual 
and contemplated operations, a firm has an 
incentive to use as profitably as possible the 
services obtainable from each unit of each 
type of resource acquired.” 

In other words, the utilization of unused 
discreet parts of managerial services is sug- 
gested as the chief factor in the lowering of 
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cost through increased size. Thus, the author 
is led to the theory that the force which 
requires a firm to grow arises from an effort 
to approach a balance between the services 
available and those required. 

This is a most interesting suggestion which 
does, in fact, direct attention from the purely 
impersonal forces operating upon a firm in 
a competitive market to those personal forces 
which derive from management. This theory, 
however, is influenced much by the current 
trend toward “groupthink” and team manage- 
ment. While it is true that many successful 
companies appear at least from the outside 
to operate on a committee basis, it is highly 
doubtful that this represents a true picture 
of the key factor in growth of an enterprise. 
The author confuses the function and operat- 
ing characteristic of a true entrepreneur with 
team management. A close dissection of the 
anatomy of successful firms will show one or 
more individuals in the management and par- 
ticipating in the various committees who have 
a will to grow, who have imagination to see 
opportunities for growth, and who have the 
drive to take action; in short, they perform 
the entrepreneurial function. 

In general, the book is wordy. It would have 
made an excellent 32-page pamphlet present- 
ing a new idea on why business firms grow, 
but the reward to the reader is not commen- 
surate with the effort required to read 265 
pages of fine print. From Chapter V on, 
there is merely a review of the frequently dis- 
cussed subjects of diversification, acquisition, 
mergers, small business, the economies of size, 
etc. The work shows some lack of experience 
and contact with the real business world. The 
theory has the appeal of simplicity but lacks 
the support of verification by the facts of busi- 
ness life. 

LEWIS E. LLOYD 


The Dow Chemical Company 


MARKETING POLICIES FOR AGRICULTURE, by 
James R. Bowring, Herman M. Southworth, and 
Frederick V. Waugh. (New York: Prentice-Hall, Inc., 
1960. Pp. xi, 276. $7.95.) 


This book appears intended for layman and 
trade use and also for undergraduate students. 
The emphasis on decision-making is a unique 
and potentially useful approach. The four 
major parts deal with decisions in the market, 
costs and allocations, marketing policies of 
organized groups, and marketing policies of 
government. 

The first part, after some general state- 
ments about the role and functions of market- 
ing, stresses decision-making by farmers and 
marketing firms. Examples of the kinds of mar- 
keting decisions these firms make are given, 
and there is elementary presentation of some 
applicable theory. The concept of margin is 
used in Part I but not explained until Part IT. 
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Part, [I mainly develops two ideas: (1) the 
way in, which marginal cost and revenue con- 
cepts yay be used by the firm, and (2) the 
ways in which price discrimination may be 
applie4 in making decisions where and when 
to bu and sell, what form of product to 
sell, from whom to buy, and to whom to sell. 
These‘ applications, particularly of price dis- 
crimiation, are useful; although more con- 
sideration might have been given to cost pres- 
entations in terms of break-even analysis and 
to pricing considerations by firms in markets 
of various forms of monopolistic competition. 
More emphasis seems needed on such market- 
ing decisions as choice of channels, mark-up 
and pricing policies, and advertising or pro- 
motional strategies. 

The third part contains three short chapters 
which include mainly some general statements 
about farm organizations, co-operatives, and 
trade associations. It partly overlaps the fourth 


part. 

The fourth part deals with some of the 
important relationships between government 
and agriculture. These include the participa- 
tion of government in establishing uniform 
grades and standards, regulating rail rates, 
storage of agricultural commodities, and devel- 
opment of improved central market facilities. 
Marketing orders and agreements are dis- 
cussed too sketchily. Not much is said about 
the place and purpose of anti-trust and fed- 
eral trade commission policies and, in this 
connection, the role of agricultural co-opera- 
tives. The availability, accuracy, adequacy, and 
cost of information might also have received 
more attention in relation to both the com- 
petitive environment of firm decision-making 
ard public policies toward competition. 

Li:tle quantitative information is included. 
In this respect the book misses an opportunity 
to be a bit more instructive about the wide 
range of agricultural marketing activities and 
issues, without necessarily being merely a 
“compendium of facts and statistics.” There 
has been much systematic study of agricultural 
marketing since World War II, a period of 
rapid and substantial change. Agricultural 
marketing textbook authors now have avail- 
able considerable data, research results, ana- 
lytical concepts, and points of view to use 
in developing unique approaches and illustra- 
tions. 

Thus, if the book is used in a course in 
which students are expected to learn about 
functions, interrelationships, and actual opera- 
tions of our agricultural marketing system, 
or about the management of units and groups 
within that system, it would appear to need 
supplementing with considerable organized 
data. This would apply particularly to the 
student without a fairly good general idea 
about agricultural marketing. Important in- 
sights into the market structure of agricul- 
tural marketing firms, such as processors and 


retailers, and into issues concerning various 
forms of integration would appear likely to 
be overlooked unless such gaps were filled by 
the teacher. 

On the other hand, the relative absence of 
quantitative data, the limited illustration of 
the kinds of decisions made in today’s market- 
ing environment, and emphasis on application 
of a few selected economic concepts probably 
mean that the book will not be quickly dated. 

The book is relatively easy to read. Chap- 
ters are short and there are numerous sub- 
headings. There are, however, expressions of 
opinion and elementary generalities through- 
out the book which take up space that might 
be better used to set forth the concepts actually 
included with more vigor, to give the reader 
more quantitative information and to illustrate 
more decision-making areas and issues. 

More serious are some of the vague state- 
ments, which are not completely wrong but 
are not clearly precise. As an example, on 
page 74 the statement is made that “Total, 
or fixed cost, remains the same .. .” Total, 
costs are not identical with fixed costs. There 
is lack of precision, too, in the cost illustra- 
tions and discussion. Typographical errors, in- 
cluding misspellings, also seem numerous. 

Yet the book makes a unique contribution 
through focusing on important kinds and 
levels of decision-making in marketing. It will 
undoubtedly be useful to those who wish to 
learn about such decisions or are in the 
process of making them. 


PAUL L. FARRIS 
Purdue University 


AGRICULTURE MARKETING POLICIES, by G. R. 
Allen. (Oxford: Ban/Blackwell, 1960. Pp. 348, 42 s.) 


The author gets the readers’ attention by 
stating two propositions: (1) food distribution 
in Britain is inefficient and therefore costly; 
and (2) farmers—who, as individuals, operate 
under conditions of almost pure competition 
—can boost their bargaining power only by 
establishing marketing monopolies. 

From then on, the book is primarily a lucid 
analysis of the technical and economic impact 
of the numerous Marketing Boards, which are 
the counterpart of our own federal and state 
marketing orders. Students of marketing will 
derive at least two useful conclusions from 
this book: 

First, due to lack of economies of scale, 
large marketing institutions—although techni- 
cally feasible and apparently sound—might 
not necessarily help reduce unit costs. He 
illustrates this concept by an analysis of the 
effect of consolidating numerous small live- 
stock-killing plants into a few large multiple- 
purpose packing plants. Yet he admits that in 
some fields, economies of scale do exist. Milk 
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distribution is discussed as an outstanding 
example. 

Second, he contends that technicians—who 
seem to dominate management in British farm 
organizations—are apt to neglect in their 
decision making the economies of scale aspects 
of marketing. Result: Practically none of the 
many existing Marketing Boards can justify 
on economic grounds the use of monopoly 
powers that the government lent them; instead 
of improving distribution of milk and dairy 
products, the Milk Marketing Board actually 
distorted the geographical structure of pro- 
duction; the Potato Marketing Board has not 
been able to narrow down extreme year-to- 
year fluctuations in production; the existence 
of the Egg Marketing Board cannot be justi- 
fied by any reasonable criteria. Mr. Allen is 
understandably not a member in good standing 
with the Farmers’ Union, spokesman of the 
British farmers. If he were, the book would 
probably not be half so stimulating. 


FRANK MEISSNER 
San Jose State College 


MARKETING IN LATIN AMERICA, by Frank Mont- 
gomery Dunbaugh. (New York: Printers’ Ink Book 
Company, 1960. Pp. 298. $7.50.) 


Professor and business executive, Frank 
Dunbaugh has successfully incorporated two 
points of view in his presentation of mar- 
keting techniques and principles in Latin 
America. This book would serve as a very 
adequate textbook in university marketing 
classes. But its real value in the field of 
marketing is as a handbook for the U.S. 
business executive who is, or will be engaged 
in a marketing activity in Latin America. 

The book is especially useful and convenient 
for the businessman who has little free time 
for outside reading. Total reading time is 
about four hours. This emphasizes its value 
to the busy executive. No time is wasted on 
discussion of history or theory as is often the 
case in this type of book. On the contrary, 
throughout the book are brief, but sufficiently 
complete, case studies of actual operations 
which have proved successful and which sug- 
gest many possible approaches to the most 
frequent marketing problems with which 
“stateside” and younger executives might be 
faced for the first time. , 

Marketing in Latin America is such a 
varied science and the geographical area is 
so vast and varied in itself that nearly every 
writer in this field falls into the same pitfall. 
In an attempt to oversimplify or generalize, 
it is easy to consider marketing as an exact 
science in a singular environment. 

The Latin American market may not be 
quite so homogeneous as the author indicates. 
His statement that the “Colombians and Mexi- 
cans have the same Iberian and Indian heri- 
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tage” does not alter the fact that the Chibcha 
Indian of Colombia and the Aztec of Mexico 
were as different as the Aztec and the Iroquois. 
Even the sameness of Iberian heritage is 
somewhat an oversimplification. The simple, 
hardworking Spanish peasant who settled 
Costa Rica, for example, is as different from 
the soldiers of fortune who first went to 
Mexico as these latter are from the Pilgrim 
Fathers. Even the language varies. Words 
have different meanings in different countries, 
as many advertising copy writers have learned 
to their chagrin. General marketing techniques 
must be altered or adapted to specific markets. 
But there are, nevertheless, valid examples 
of the homogeneity of the Latin American 
market-which could be cited. Economic devel- 
opment lags behind that of the United States 
and Europe. Even then, in twenty republics, 
there are perhaps twenty different degrees of 
economic development. Nationalism is an im- 
portant factor in the economic, political, and 
social life of each country. In most cases, this 
nationalism is well orientated and intelligent, 
not fanatical, and it is manifest as national 
pride. A trend towards industrialization is 
another of the most important common factors 
in the economy of most Latin American coun- 
tries. 

The chapter on the changing Latin Ameri- 
can markets will be important to businessmen 
who are studying the possibility of going into 
these markets for the first time. It is of equal 
importance to those who are planning expan- 
sion of existing facilities. 

The author calls attention to the economic 
significance of a trend toward increased pur- 
chasing power through population growth. The 
rate of population growth for all of Latin 
America is far ahead of that of the United 
States or Europe. He shows the increased 
importance of this trend when considered to- 
gether with the concurrent trend toward better 
education, better living conditions, and greater 
income for a larger part of the total popula- 
tion. In the past, in many of these countries, 
perhaps only one-fifth of the total population 
represented a potential market for most con- 
sumer goods. Today, because of education and 
improved working and living conditions, a 
new, middle class is emerging and presenting 
new frontiers for marketing. é 

In clear, concise, textbook-handbook style, 
the author discusses the various methods and 
mechanics of distribution in Latin America. 
This discussion is useful to either student or 
businessman unfamiliar with the alternative 
methods of getting merchandise into the hands 
of the Latin buyer. Case histories point out 
certain problems in distribution and show how 
they have been successfully solved by selecting 
the most appropriate methods of distribution 
for the various kinds of goods or services. 

Of considerable interest, even to the most 
experienced, is the chapter on market research 
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in Latin America. One of the most difficult 
tasks for management in the field has been to 
collect and interpret market research data. 
Fortunately for both field and “home office” 
management, this problem is being solved. 
Leading U.S. research organizations now have 
branches or facilities for surveys and studies 
in Latin America. One problem for the U.S. 
businessman which still exists, but to a lesser 
degree than in the past, concerns information 
on the financial condition of local firms with 
whom business dealings are planned. Credit 
data are difficult to obtain or confirm. The 
Latin businessman still hesitates to divulge 
information which he considers as highly per- 
sonal and confidential. Nevertheless, the Latin 
is becoming sophisticated in our efficient and 
impersonal methods, and is beginning to make 
available such data. 

The most detailed and specific chapters of 
this book deal with advertising and public re- 
lations. The advertising executive and adver- 
tising student will find them especially worth- 
while. But every businessman interested in 
Latin America will find these chapters inter- 
esting and valuable reading. The study of 
actual case histories has permitted the author 
to deal with the necessary detail and analysis 
and at the same time hold the reader’s interest. 

An important section relates to specific busi- 
ness practices, or mechanics, of marketing in 
Latin America. Here the author discusses 
pricing, packing, labeling, shipping, and trade 
mark protection. He presents the problems 
and considerations which businessmen actually 
face, and discusses the alternative steps or 
solutions which may be chosen. Finally, he 
shows how different leaders in industry have 
defined their policies, depending upon their 
special situations. 

The section on the legal aspects of doing 
business in Latin America is, in general, en- 
lightening and interesting. The author defines 
and discusses the different types of legal busi- 
ness organizations generally found throughout 
Latin America. 

Recognizing the important role it plays in 
doing business in Latin America, he has in- 
cluded an excellent discussion of licensing. The 
advantages and disadvantages of licensing, 
selecting the licensee, and an extremely inter- 
esting “Check List for a Licensing Program” 
are included. 

Prior to concluding his book, the author 
once again uses case studies to good advantage 
to discuss marketing of capital goods, con- 
sumer goods, and services in Latin America. 
As before, he successfully avoids theory and 
sticks to interesting and exciting experiences 
of dynamic businesses which are now setting 
the pace for marketing in Latin America. 

In conclusion, the author presents a concise 
economic picture of each of the Latin Ameri- 
can countries. This section is brimming with 
carefully selected, valuable information which 


would take weeks of research for the new- 
comer to compile. And it will remind the old- 
timer of important basic data which he once 
knew and should not have forgotten. 

Statistical charts and tables on Latin 
America are usually outdated by the time a 
book is published. The author has skillfully 
avoided “dating” his book by limiting such 
material. His book is up to date today and 
will remain up to date for a number of years 
to come, in spite of the rapid and ever-chang- 
ing picture in Latin America. Even then, the 
material is presented in orderly fashion that 
can readily be revised. 

In summary, this book will be of exceptional 
value to four types of readers: the business- 
man who plans to market in Latin America; 
the businessman now engaged in marketing in 
Latin America; the student of foreign trade; 
and anyone else who is interested in market- 
ing in Latin America. For all of them, this 
book should be required reading. 


JOHN E. LOVE 
Mead Johnson International, Ltd. 


ADVERTISING: COMMUNICATIONS FOR MAN- 
AGEMENT, by John W. Crawford. (Boston, Mass.: 
Allyn & Bacon, 1960. Pp. vi, 388. $7.50.) 


The combination of many years of experi- 
ence at the management level in two of the 
country’s largest advertising agencies, plus 
current full-time responsibility for the adver- 
tising curriculum at Michigan State Univer- 
sity, has given the author an unusual oppor- 
tunity to consider both the practical and 
theoretical implications of advertising. 

In his Preface, he states his intention to 
“lay the foundations of critical judgment and 
of a sense of responsibility to society for the 
men and women of management, as well as for 
those who will be working actively in some 
aspects of advertising.” 

The background of advertising, the people 
working in it, the objectives of advertising, 
how advertising research is conducted, the ac- 
tual execution of advertising, where and how 
it is placed, and finally, the marketing plan 
that brings all this activity together, are all 
described with clarity of style and the author- 
ity of the recognized practitioner. 

In a second edition of this text, however, 
one hopes that the author will consider a much 
fuller treatment 6f his brief section on the 
“responsibilities of advertising.” This is a 
crucial aréa—and one which has become a 
hot political issue at the time of this writing. 
The economic, political, and ethical aspects of 
advertising in our economy are surely matters 
of grave concern for all those working in 
advertising, for management, and for students 
of advertising. 

Summary: A highly readable, streamlined 
approach to advertising, suitable for the be- 
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ginning student, or perhaps as a brief expo- 
sure to non-advertising majors, and as a quick 
overview of advertising for management peo- 
ple. Technical aspects of advertising are 
briefly but completely treated. Philosophical 
implications of advertising are only ligh* 


touched upon. 
DIK TWEDT 
Faison & Twedt, Inc. 


SELLING: ITS BROADER DIMENSIONS, by Taylor W. 
Meloan and John M. Rathmell. (New York: The 
Macmillan Company, 1960. Pp. x, 409. $5.50.) 


In an area of marketing inundated with 
articles and collections of articles of a “how- 
to-do-it,” or worse yet “how-I-did-it,” nature, 
it is particularly refreshing to discover a col- 
lection of readings on salesmanship and per- 
sonal selling which center on more basic ques- 
tions and long range issues. In this volume, 
suitably organized into six broad headings, 49 
articles or selections are presented on the 
changing nature of the selling function, the 
future trends of markets, market segmenta- 
tion strategy, consumer behavior and motiva- 
tion, the relation of selling to the total mar- 
keting effort, and the challenge of sales 
management. 

To be sure Professors Meloan and Rathmell 
have included some (10) articles on selling 
techniques; but as they point out in the pref- 
ace, articles were selected which would “sup- 
plement, broaden, and enrich the traditional 
content of college and industry courses in 
salesmanship.” Therefore, as the title suggests, 
this book offers the student, trainee, or expe- 
rienced salesman a broader understanding and 
appreciation of the selling and sales manage- 
ment function to complement and supplement 
his training in sales methods, techniques and 
policies. 

The selections were screened from 3,000 
articles, from books, texts, lectures, and 
pamphlets. The sources include The Manage- 
ment Review, Sales Management, Consumer 
Reports, Fortune, The Journal of Marketing, 
Harvard Business Review, Michigan Business 
Review, Printers’ Ink, Business Week, Nation’s 
Business, the Boston Conference on Distribu- 
tion, and Yale University’s Turck Lecture 
Series. The authors include Edward C. Bursk, 
Peter F. Drucker, John G. McLean, Robert 
Ferber, Ernest A. Dichter, Pierre Martineau, 
D. Maynard Phelps, and others equally quali- 
fied and similarly divided among top manage- 
ment, marketing management, university, and 
business service backgrounds. 

The organization of selections is a help in 
integrating the readings into a course at either 
the college or company level. A table of sub- 
jects and related selections is included to help 
in matching readings to textbooks or study 
guides. 

In Part I the nature of the selling functions 
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its characteristics, place in society and re- 
wards are discussed in eleven articles. So- 
ciety’s misgivings about selling from Plato to 
the present are contrasted with the objectives, 
levels, and economic contribution of modern 
selling. The characteristics of successful sales- 
men are reported from a study comparing 
excellent salesmen with poor counterparts. It 
provides a useful exercise in analysis for the 
college student and a means of self-evaluation 
for the company salesman or trainee. 


Part II examines a few facets of the future r 


markets for consumer goods. Population and 
income trends are cogently analyzed, and five 
articles focus on market segmentation in the 
form of: the Negro market, the teen-age mar- 
ket, the older age group market, women as a 
market, and the growing leisure market. This 
is a difficult area to cover in an anthology, 
and while the selections may not cover the sub- 
ject completely they do serve to illustrate the 
usefulness of examining sub-groups of the 
total “market.” Moreover, like many other 
selections in the collection, this group serves 
to stimulate thinking on the broader issues of 
marketing strategy which will be required of 
successful management aspirants. 

Consumer motivation and behavior is the 
subject of the six articles in Part III. One 
of the stronger sections, the first three articles 
follow one another in a unified, logical order 
that is rarely found in the business reader. 
An excerpt from Joseph Newman’s Motivation 
Research and Marketing Management points 
up some shortcomings of earlier thinking on 
this subject. More recent thinking about the 
reasons people buy and illustrations of moti- 
vation research applied follow, and the third 
article suggests a strategy of using the find- 
ings for successful persuasion. The other three 
excellent and provocative articles in this sec- 
tion report new research and thinking on the 
consumer behavior problem, the ways in which 
social class influences consumer patterns, and 
an intriguing look at the symbolism of 
products. 

Part IV is of special importance both to the 
student, in relating his salesmanship course 
to other courses, and to the company trainee 
or salesman, in promoting an understanding 
of the teamwork implications of the marketing 
concept. The function of selling in a marketing 
oriented company is combined with a series of 
readings on distribution channels, advertising, 
sales promotion, packaging, and balanced sales 
strategy. Indeed, it is this section which, to 
this reviewer, makes the collection such an 
appealing and forceful supplement to sales 
training courses. 

Having looked at the nature of selling, the 
broader aspects of market change and con- 
sumer choice, Part V returns to a closer look 
at selling per se. Sales techniques, prospecting, 
sales management for the salesman, and cre- 
ative selling are among the topics discussed. 
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With the exception of one appallingly redun- 
dant article which virtually repeats a selection 
in the preceding section, these articles serve 
to reinforce material covered by a basic course, 
to emphasize customer-oriented and prospect- 
aware salesmanship, and add to the balance 
of a personal selling reader. 

The final brief section, Part VI, looks be- 
yond the salesman and contributes to long 
range management development, as its selec- 
tions focus on sales management and the char- 
acteristics of good sales managers. Included 
also are a pair of rather disappointing read- 
ings on creative thinking and oral commiuni- 
cation. 

To sum up: a carefully chosen set of read- 
ings that should enrich, should broaden, should 
contribute to a healthier appreciation of the 
partnership of planned, creative selling with 
the other components of the marketing mix. 
While one may question the heavy emphasis 
on consumer selling, and the inclusion or ex- 
clusion of particular articles, the authors have 
brought together and made accessible to groups 
of students a set of readings which should 
challenge and stimulate both college student 
and seasoned salesman. 


ROLLIE TILLMAN, JR. 
University of North Carolina 


SALESMEN'S FRINGE BENEFITS, by Marvin Hoffman 
and David J. Luck. (East Lansing, Michigan: Michi- 
gan State University, 1959. Pp. 54. $0.50.) 


This is a concise, to the point, study of 
sglesmen’s fringe benefits covering their ex- 
tent and cost, sales managers’ appraisals of 
benefits in general and specifical!y as they 
benefit the company, and appraisals of fringe 
benefits by the salesmen themselves. 

This study is important because of the num- 
ber and necessity of outside salesmen, and 
the unique position between management and 
other employee groups which they hold in an 
organization. Their jobs require an unusual 
sense of independence, self-regulation, and 
initiative; and it would be easy to assume that 
their interest in fringe benefits would be dif- 
ferent from other employees. 

In a brief review of the origin of “supple- 
mentary wage benefits,” we are reminded that 
their start was essentially with the Social 
Security Act of 1935. During our two wars 
since then these benefits blossomed because of 
wage freezes, tax benefits, publicity by insur- 
ance companies, gains made by labor unions 
extended throughout the entire company, and 
the growing interest in human relations on the 
part of management. 

The survey which was the basis of the study 
was made with a selected group of N.S.E. 
members. The author admits that this does 
not give a complete cross section of sales ex- 
ecutives and salesmen; but for the purposes 


of the study, it should be sufficient if one keeps 
in mind that the selected companies probably 
represent a better-than-average cross section. 

The total number of fringe benefits offered 
to salesmen number an astounding 25, ranging 
from a cost of less than $300 for a small pack- 
age to more than $3,000. There appears to be 
a built-in tendency for growth of fringe bene- 
fit plans, with the greatest potential toward 
retirement plans, profit sharing, and stock 
options. 

In most cases, salesmen receive about the 
same treatment as do other employees of the 
firm. Manufacturing firms seem to offer the 
most complete packages, but other groups, 
such as service organizations, wholesalers, and 
retailers, offer some benefits not included in 
a manufacturing concern’s package. Size of 
company also plays a part with larger firms 
generally offering more than smaller firms. 
Considering the cost of such benefits, this 
hardly comes as a surprise. 

Based on the study, most sales managers 
seem to find their fringe benefit program sat- 
isfactory. They are in general agreement that 
salesmen appear to be less interested in these 
benefits than other employee groups, but they 
still feel that such benefits accrue to the ad- 
vantage of the company in better stabilization 
and improved morale and loyalty. They think 
that the benefit package will continue to grow 
as companies seek to match the packages given 
by competing companies and to other groups. 

The salesmen’s survey was more limited in 
scope, but the heavy proportion of respondents 
indicated a definite interest in fringe benefit 
programs. Although most were aware of the 
main benefits, they were unaware of a surpris- 
ing number of benefits. In almost all cases, 
their employer’s contribution to the program 
was considerably underestimated. Also of in- 
terest, the desire for additional benefits was 
greater among younger salesmen; and there 
was no significant difference between the more 
productive and less productive salesmen in 
desire for additional benefits. This survey in- 
dicates that when the fringe benefit package 
is comprehensive and understood, it is rated 
quite highly by salesmen. 

This book is of more than passing interest 
to a sales manager and personnel director. It 
will provide ample food for thought concern- 
ing the need for more publicity about their 
company’s program and expectations for fu- 
ture increases in fringe benefits. 


F. D. CREWS 
Schick Incorporated 


CONSUMER AND COMMERCIAL CREDIT MAN- 
AGEMENT, by Robert H. Cole and Robert S. Han- 
cock. (Homewood, Illinois: Richard D. Irwin, Inc., 
1960. Pp. xvi, 649. $7.50.) 


Consumer and Commercial Credit Manage- 
ment, while reflecting the “management” trend 
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evident in the titles of textbooks in numerous 
areas of marketing today, is, primarily and 
nevertheless, a descriptive and analytical 
treatment of the broad field of credit and col- 
lections. Its authors, well qualified by training 
and experience to perform this task, have done 
an excellent job in covering all phases of the 
subject. 

The past decade and more has witnessed a 
tremendous increase in the total amount of 
consumer credit outstanding, with each pass- 
ing year setting a new peak in volume. With 
this growth have come new types of consumer 
credit, new methods of credit extension, and 
new devices designed to simplify credit ap- 
proval and insure better collections. Accom- 
panying these developments has been a grow- 
ing realization of the need for a careful 
appraisal of the economic and social benefits 
of consumer credit in our economy as well as 
for an analysis of consumer credit types and 
credit investigations placed in proper perspec- 
tive with other major forms of credit. 

Although this volume does not pretend to 
fulfill both needs, it does make an important 
contribution by meeting the second need. More- 
over, it recognizes and summarizes briefly 
credit’s place in our economy and its influence 
on the business cycle. It is written to serve as 
a textbook for schools and colleges as well as 
to furnish a guide for the business practi- 
tioner. The authors state that “consumer credit 
has been given its just position in this book 
and has been awarded equal space to the other 
major field, business credit. Such has not been 
the case in many other publications dealing 
with the field of credits and collections.” In 
fact, consumer credit has here been given con- 
siderably more than equal space, an emphasis 
well justified by the developments in recent 
years. 

The volume is divided into five parts: (1) 
an introduction covering the meaning and 
uses of credit and a brief summary of its 
social and economic aspects; (2) consumer 
credit; (3) the analysis and management of 
consumer credit; (4) business credit, govern- 
ment credit, and export trade credit; and (5) 
the management and analysis of commercial 
credit. Two appendixes are included, one a 
concise statement of the various kinds of credit 
instruments and the other a summary of state 
installment sales laws reproduced from Time 
Sales Financing, September, 1959. The authors 
appear more at home in discussing consumer 
credit than when considering commercial 
credit. 

The reviewer was impressed with the care- 
ful organization and clear presentation of the 
material covered. This clarity plus the com- 
prehensive treatment of both consumer and 
commercial credit and the emphasis placed on 
current developments in these areas probably 
constitute the strongest points of the book. It 
was disappointing, however, not to find more 
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documentation, supplementary readings for 
each chapter to encourage additional study by 
interested students, and a more detailed anal- 
ysis of the social and economic aspects of 
credit. An understanding of these aspects is 
particularly important to students and busi- 
nessmen alike in the credit climate under 
which business is conducted today. 

On balance, Consumer and Commercial 
Credit Management is a well-organized and 
up-to-date treatment of the credit function in 
our economy. Teachers seeking a satisfactory 
textbook for a course in this field are well ad- 
vised to evaluate it carefully in the light of 
their needs and preferences. Those teaching 
marketing will find it valuable for supplemen- 
tary reading, and many teachers of retailing 
will find it desirable to assign selected chap- 
ters from Parts II and III when discussing 
retail credit and collections. 


DELBERT J. DUNCAN 
University of California (Berkeley) 


CONSUMER-PRODUCT RATING PUBLICATIONS 
AND BUYING BEHAVIOR, by Hugh W. Sargent. 
(Urbana, [llinois: University of Illinois Bulletin, 1959. 
Pp. 80. $1.50.) 


During the last 15 years there has been a 
considerable expansion in the growth and ac- 
tivities of consumer-product testing and rating 
organizations, both here and abroad. The 
eight-fold increase in circulation of Consumer 
Reports to its present 850,000 and the estab- 
lishment last year of an International Office 
of Consumers Unions, representing 17 organi- 
zations in 14 countries, attest to the vitality 
of these groups. In the first number of the 
monthly bulletin issued by this new interna- 
tional agency it was stated that “organized 
consumers have joined in a mutual effort to 
build an international clearing house in The 
Hague which will improve the testing services 
of existing organizations and stimulate the 
growth of new movements to bring truth to 
the market place and a better balance to the 
economy.” And a recent Fortune magazine 
report on Consumers Union observed: “The 
fact is that this little outfit, with an annual 
budget of less than $4 million, can and does 
make itself felt. In at least one industry, 
thumbs down from C. U. can kill a product. 
In some markets its approval can double sales. 
And more than once in its twenty-five years, 
C. U.’s (at the time) preferences have turned 
out to be harbingers of a turn in popular taste 
and buying patterns.” 

Therefore, a study primarily concerned, as 
this one is, with the influence of two consumer- 
product testing organizations on the buying 
decisions of consumers is a welcome addition 
to the somewhat meager literature on the sub- 
ject. Using well-known marketing research 
techniques together with concepts and infor- 
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mation gleaned from the field of mass com- 
munication study, the author explored the in- 
fluence which product ratings in Consumer 
Reports and in Consumers’ Research Bulletin 
(now called Consumer Bulletin) had on the 
buying behavior of households. The households 
studied were a random sample drawn from 
six Midwestern states: Illinois, Indiana, Iowa, 
Michigan, Missouri, and Wisconsin. Data were 
gather.d by use of a mail questionnaire, with 
respondents totaling 1,353 households. Ques- 
tions dealing with brand purchase were based 
on a content analysis of the two publications 
which determined what products had been re- 
ported on and what ratings had been assigned 
to them by the testing agencies during the 
period January, 1954, through December, 1955. 
In addition to measuring congruence between 
brand purchase and brand ratings, the author 
also investigated the socio-economic character- 
istics of followers of these brand rating re- 
ports and compared them to occasional or 
non-users of the reports. 

With affirmative results the author achieves 
the two purposes of his study: (1) establish- 
ing the influence of the two magazines and 
relating it to audience characteristics and (2) 
relating the investigation of consumer behav- 
ior to one kind of information source in the 
complicated process of decision making. He 
has shown that subscribers to Consumer Re- 
ports and to Consumers’ Research Bulletin re- 
lied more heavily on brand ratings when the 
product was new and relatively unknown, rela- 
tively high in cost, complex in construction 
with “hidden” features, and competing with a 
large number of brands. The rating reports 
were considerably less important for low-cost, 
convenience items, except where quality and 
performance were not standardized among 
brands. Advertisements and advice from deal- 
ers were relatively unimportant sources of 
information for these households which make 
a habit of checking product claims against 
findings in the test reports. And since the edu- 
cational attainments of readers of these re- 
ports are superior to those of non-readers, 
they do a much higher degree of information 
checking and shopping around before buying. 

The households which provided the data for 
this study represent a segment of the great 
mass middle market which has a large discre- 
tionary income and a considerable propensity 
to consume. Because of the established influ- 
ence which C. U. and C. R. have on this seg- 
ment of the market, this report is recom- 
mended reading for marketing men. 


E. J. STRUGLIA 
Consumers Union 


SETTING SALES OBJECTIVES FOR SMALL BUSINESS, 
by Richard M. Hill. (Urbana, Illinois: University 
of Illinois, Bureau of Business Management, 1959. 
Pp. 60. $1.25.) 


In these days of high-speed electronic com- 
puting equipment and elaborate systems that 
are designed for the sophisticated enterprise, 
it is refreshing to find that attention is still 
being given to the small and medium-sized 
business operation. Professor Hill has written 
a monograph that deals essentially with sim- 
ple sales forecasting techniques designed for 
use by the small businessman. Although the 
monograph probably will have significance for 
manufacturing companies, it is meant espe- 
cially for retailing and wholesaling establish- 
ments. 

The publication is divided into four main 
sections, in addition to a brief conclusion and 
appendices. The first section, which is com- 
pact in treatment, deals with the fact that 
sales goals must be set and that a systematic 
approach can take much of the guesswork out 
of this task. The author points out that many 
other decisions within the business depend 
upon an accurate forecast of sales. These other 
operational decisions have to do with purchas- 
ing, materials scheduling, capital budgeting, 
advertising, promotion, personnel requirements 
planning, and others. One minor criticism of 
this otherwise very worth-while little publica- 
tion is that the way in which some of these 
other operational problems are related to the 
sales forecast might be more fully explored. 

The second portion deals with the fact that 
business planning requires an appraisal of 
future business conditions. This in turn calls 
for a hard look at the current social and eco- 
nomic environment of the business. It is 
pointed out that in communities dominated by 
the economic health of a few large companies 
an appraisal often can be made by judicious 
personal contact within the community. In 
areas dependent upon a highly diversified local 
economy the problem is more difficult. Sugges- 
tions are made about some elements that might 
be considered, such as population characteris- 
tics, local construction activity, retail sales, 
bank debits, and expenditures for advertising. 
Lastly, the businessman should keep himself 
informed about any governmental programs 
within his area. One commendable thing about 
this little book is that an appendix provides 
a useful list of sources of published informa- 
tion on local business conditions. 

The third section is the heart of the mono- 
graph. It gets into the business of making 
the actual forecast, discussing methods based 
upon opinion and intuition, past experience, 
and correlation. The author is quite honest in 
puncturing the efficacy of opinion and intui- 
tion based upon estimates collected from 
salespeople, or from the averaging of “in- 
formed opinions.” Among the methods based 
upon past experience are: attention paid to 
average annual growth, sales ratios, and an 
admirable and simple explanation of how to 
extend trend data. He also shows how some 
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to anticipate the sales required to cover antici- 
pated costs with a sufficient margin. Or, ob- 
jectives might be set on the basis of predicting 
an appropriate market share. Finally, he turns 
to simple correlation. An excellent job is done 
of presenting the method very simply and 
effectively. 

The final major section of the publication 
deals with the problems of adjusting the fore- 
east, for (a) accuracy, which according to the 
author is a continual process of “updating” 
the forecast to meet new conditions as they 
arise, and (b) to apply the general sales fore- 
cast to particular regions, products, and opera- 
tional problems. This is another area of the 
publication that could profit from expansion. 
Perhaps Professor Hill might consider this in 
a later publication. The author concludes with 
a few well-placed remarks buttressing the case 
for doing an effective job of rationally deter- 
mining sales objectives. A useful trio of ap- 
pendices round out the monograph. 

This publication should prove to be very 
useful to progressive small businessmen and 
no doubt it will find its way into many such 
hands. From an academic viewpoint, it is 
highly suggestive of a good work that we tend 
to forget in this world of “bigness” and that 
many of us might devote more effort to— 
namely, the problems of small business. 


EDWARD E. WERNER 
The University of Wisconsin 


SERVICE STATION STARTS IN KALAMAZOO, 1957- 
58, prepared by Henry C. Thole. (Kalamazoo, Mich- 
igan: The W. E. Upjohn Institute for Employment 
Research, 1959. Pp. 25. No charge.) 


Many students of marketing are concerned 
with the social cost of failure or mortality 
in small-scale retailing. A number of studies 
indicate that it is not external conditions 
which are most often responsible for retail 
failure. Instead, it seems that most frequently 
the responsibility must lie with retailers 
themselves—namely, their own lack of general 
management ability. However, “lack of gen- 
eral management ability” is a very broad con- 
demnation, and it is constructive to concerned 
persons to attempt to find out more specifically 
in just what areas businessmen in various 
lines of retailing need to strengthen their 
handling of problems. . 

Mr. Tholes’ study throws some light on these 
specific areas of lack in the gasoline service 
station business. This little monograph pre- 
sents in rather concise form the findings of 
an investigation of all the new gasoline service 
stations registered in Kalamazoo County, 
Michigan, during 1957 and 1958. Mr. Thole 
was able to interview seventeen of these in 
some depth. Some others had already changed 
hands before they could be contacted to par- 
ticipate in the research, and, of the seventeen 
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firms that did participate, five changed hands 
after the study’s completion. All in all, about 
one-third of the registered firms changed 
hands, most of them in less than one year 
after formation. Therefore, the group might 
be thought of as a basis for a study of “mor- 
tality in process.” 

Mr. Thole, in his investigation, attempts to 
throw light on questions such as: the back- 
ground and training of owners, what moti- 
vates small businessmen to establish their own 
businesses, how they get started, what inves- 
tigations they make before establishing their 
businesses, and how well the participating 
firms were doing. Finally, he offers some sug- 
gestions as to what the major problems en- 
countered by the participating enterprises were 
and, most valuable of all, some suggestions as 
to what can be done to help similar small 
businessmen. He indicates his impression that 
part of the responsibility for preventing early 
mortality should be borne by the major oil 
companies, who can make a greater contri- 
bution to success of dealers by more attention 
to the selection of prospective dealers and by 
more effective aid to the dealer at the time 
he is negotiating to buy a business. 

He suggests that trade associations can do 
more. None of the businessmen interviewed 
had been offered any management help by 
their association. Also, perhaps rather hope- 
fully, he suggests that management consul- 
tants might try to work out a program of 
assistance that would be within the financial 
means of these small retailers. 

This study can easily be criticized because 
of its small sample and limited geographic 
coverage. Yet the findings lean so much in 
the direction of supporting the idea that there 
are serious deficiencies in gasoline retailers’ 
preparation that it should not be dismissed 
lightly. It certainly should be read by people 
concerned with the problem of mortality in 
the gasoline retailing industry and might 
serve as a model for similar and perhaps more 
ambitious studies elsewhere. 


EDWARD E. WERNER 
The University of Wisconsin 


TIN CANS AND TIN PLATE (A Study of Competition 
in Two Related Markets) by James W. McKie. 
(Cambridge: Harvard University Press, 1959. Pp. 
xii, 321. $7.50.) 


This book is a narrative history of the 
growth of the metal container industry pre- 
sented in terms of market structure and mar- 
ket practices analysis. Before constructing his 
analysis of the can producer, the author de- 
scribes theories of unilateral monopoly and 
bilateral oligopoly which may apply to the 
historical relationships of tin plate producers, 
can manufacturers, and canners. Although 
market structure and practices are interre- 
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lated, the author feels that the former more 
likely determines the latter. Thus, bilateral 
oligopoly, characterizing the can industry on 
both sides of its market, can lead to specific 
practices of price leadership, price discrimina- 
tion, special discounts and rebates, pre-emp- 
tive contracts, quasi integration, and backward 
integration. 

The structure of the metal can industry is 
characterized by the dominance of two large 
manufacturers: American and Continental. 
These firms purchase tin plate, which accounts 
for about 60% of the cost of food cans, from 
a few steel companies. Originally, a system 
of monopoly was attempted with the almost 
simultaneous formation of U.S. Steel and the 
can trust. As other firms entered and grew 
on both sides of the market, pure monopoly 
was replaced by bilateral oligopoly. Price was 
determined by negotiation carried on tradition- 
ally by U.S. Steel and American Can. Others, 
including Continental, merely announced ac- 
ceptance of American’s prices. Although the 
leader’s control of price was not perfect, this 
system remained in effect until Continental 
was able to become an effective rival. 

Analysis of the opposite market—the can 
manufacturer and the canner—requires some 
understanding of can usage. Two types of 
cans are produced: the packer’s can sold pri- 
marily for fruits, vegetables, juices, etc., and 
general-line cans which may be used for meat, 
fish, coffee, beer, oil, etc. The packer can re- 
quires huge investments for high speed, huge 
quantity, geographically dispersed production. 
As a result, high concentration exists at the 
seller’s level. Production of general-line cans, 
generally with lower investment requirements, 
is less concentrated. Although a few buyers 
control imposing blocks of purchases, the buy- 
ers of cans are numerous. Companies such as 
Libby, McNeill & Libby, California Packing 
Company, Stokely-Van Camp, Inc., and Gen- 
eral Foods Corporation wield tremendous in- 
fluence in the can market without dominating it. 

In his analysis of market structure and 
practices, the author rules out both monopoly 
and pure competition as possibilities. Instead, 
under the continuance of bilateral oligopoly 
he looks to “workable competition” as a means 
of maximizing ultimate consumer benefits. Price 
competition, in a system of bilateral oligopoly, 
exists in the minds of the negotiators. Prices 
of cans then will be determined by negotiation 
according to complex factors of buyer ability, 
buyer concentration, account desirability, seller 
competition, and the threat of backward inte- 
gration, to name a few. According to the 
author, the ultimate consumer receives maxi- 
mum benefits when concentration is effective 
on both sides of the market. The buyer will 
negotiate lower prices if he is relatively large 
and important. If all buyers are small and 
relatively weak, the sellers will dominate the 
market with higher prices resulting. The con- 


clusion: If strong, concentrated sellers must 
persist, then it is better to have a counter- 
vailing force of strong, rather than weak, 
buyers. 
A key question, however, is: Can seller con- 
centration be justified by economies of scale 
or market necessity? The author refuses to 
justify the current near duopoly in the metal 
container business—but at the same time he 
is reluctant to support dissolution even in 
hypothetical terms. 
A major portion of the book deals with 
market practices which led to the Anti-Trust 
Decree of 1950. Although the government was 
aware of the concentration of market struc- 
ture, practices were more easily approached 
under the Anti-Trust laws. Specific practices 
leading to concentration and exclusion involved 
term requirement contracts, price discrimina- 
tion and volume discounts, and closing ma- 
chinery contracts. These devices were utilized 
by American and Continental to maintain con- 
tinuing relationships with important customers. 
The can companies were able to demonstrate 
in many instances, however, that some prac- 
tices were designed primarily to benefit the 
canner. For example, the requirements con- 
tracts would serve to transfer key canning 
risks from the individual canner to almost the 
whole can industry. Thus, both canner and can 
seller often favored the requirements contract. 
The key point of contention was the duration 
of term contracts. The government argued 
for yearly contracts which would provide de- 
sirable protection to seller and buyer without 
being as pre-emptive as three- five- or seven- 
year agreements. 
Although individual practices may not have 
been monopolistic per se, the collective utiliza- 
tion of term contracts, discounts, and ma- 
chinery contracts violated the intent of the 
monopoly laws. The consent decree of 1950 
thus struck hardest at these specific issues. 
The book deals also with competition among 
can manufacturers in the area of research and 
development. Research, according to the author, 
is highly competitive among can producers. It 
should be noted, however, that research may 
be utilized to develop patentable advantages, 
i.e., the vacuum can, and may thus further re- 
duce over-all competition. 
The author concludes with a concise discus- 
sion of market practices following the 1950 
Decree. He creates the impression that some- 
thing more should be done to encourage com- 
petition in a concentrated industry. He is 
very unsure, however, as to a positive course 
of action. 
The book serves to provide a rather concise 
description of market practices and structure 
of the metal container industry. It touches on 
the markets to either side, steel (tin plate) 
and the canners. The discussion of the 1950 
Decree and its subsequent effects is quite good. 
While the book is a keen analysis of the can 
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industry, it does not present a proposed idea 
or hypothesis, or a “lesson to be learned,” 
from the can industry. No concrete suggestions 
are made for remedial action. 


RAYMOND C. HOWARD 
Container Corporation of America 


THE CHANGING STRUCTURE OF THE MEAT 
ECONOMY, by Dale E. Butz and George L. Baker, 
Jr. (Boston: Harvard Business School, Division of 
Research, 1960. Pp. xix, 204. $3.00.) 


This book discusses the important elements 
that make up the meat economy—producers, 
packers, processors, wholesalers, retailers, and 
consumers. 

The book is stimulating because it is not 
concerned solely with the past. While the past 
is given a good going over, it is not done by 
short-changing what is likely to happen in the 
future. Whether one agrees or disagrees with 
the prognostications, the authors are to be 
commended for their predictions of things to 
come. They stick their necks out on every 
aspect of the “meat economy” and predict 
what’s ahead. In some instances they become 
so pin-pointed in their predictions that they 
tell you precisely what will happen between 
1961 and 1965 and between 1965 and 1975. 

Among other things, they expect a buyers’ 
market in meat most of the time through 1975 
and a change from prepackaging at the store 
level to packaging at central warehouses or 
packing plants. Their prediction of a buyers’ 
market is a logical inference based on what 
we see ahead. Unforeseen developments could, 
of course, upset these predictions—just as they 
could many of the others. 

The forecast that prepackaging will move 
out of the store is not new. This has been 
predicted since the earliest days of self-serv- 
ice meats. However, it has not happened as 
yet—and it may not happen for many more 
years. The logic is certainly sound, and we agree 
with the expectation—so long as we don’t try 
to get too precise as to when it may occur. 

The book is refreshing in that it lays ap- 
propriate stress on the consumer and on mar- 
keting aspects. Too often production and live- 
stock aspects are over-emphasized at the ex- 
pense of other and perhaps more important 
elements in determining future developments. 

The book attempts to explain why some of 
the larger meat packers do not do better fi- 
nancially. The authors contend that the larger 
packers are caught in a squeeze between the 
increasing importance of the smaller packers 
and “specialists” on the one hand and the in- 
creased concentration of buying power by the 
chains and cooperative buying groups on the 
other. Tiey feel that the retailers are in an 
increasingly powerful position to keep down 
packers’ profit margins, to eliminate inefficient 
packers and processors, and to hold over the 
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heads of the packers the threat to move ver- 
tically into additional operations. 

On the livestock front there is a compre- 
hensive review of major changes that have oc- 
curred, with projections to 1975 — some of 
which may prove to be fantasies. Considerable 
emphasis is placed on the possibilities of fur- 
ther integration as, for example, that packers 
and feed manufacturers will do more raising 
and feeding of livestock and that farmer co- 
operatives will be increasingly interested in 
getting into the meat packing business. 

The authors have also touched on many other 
relevant subjects too numerous to mention in 
this review, but of possible interest to readers. 
Among these are private brands, packer vs. 
government-graded meats, frozen meats, tech- 
nological developments, elasticity and inelas- 
ticity of demand for meat, and the increasing 
importance of eating out. 

A great amount of material from numerous 
books and periodicals is brought together in 
one volume in a logical and comprehensive 
treatment of the subject matter. This alone is 
a real contribution. 

There is a generous sprinkling of tables, 
charts, and references, plus an excellent bibli- 
ography. Although more up-to-date data are 
now available on many of the subjects under 
consideration, it is doubtful that the more re- 
cent information would justify a significant 
alteration in the conclusions and the forecasts. 

Our closing comment is a hearty recom- 
mendation to read the book for a better and 
more appreciative understanding of the im- 
portant factors that make up the meat econo- 
my. 

SAMUEL TEITELMAN 


Armour & Company 


THE DEMAND, SUPPLY, AND PRICE STRUCTURE 
FOR EGGS, by Martin J. Gerra. (Washington, 
D.C.: U.S. Department of Agriculture, 1959. Pp. 
157. $.50.) 


This study is a systematic attempt to obtain 
numerical estimates of the economic relation- 
ships governing consumption, production, and 
price behavior of eggs in the United States. 
Statistical analysis is made of time series 
data, usually from 1931-54 except for the war 
years, and of cross sectional data from four 
national consumer surveys. 

The author is more successful in measuring 
the influence of variables affecting the supply 
of eggs than in measuring those affecting de- 
mand for them. He shows that the number 
of chickens raised for flock replacement and 
the number of layers sold and consumed in the 
farm home are related to the egg-feed price 
ratio. The time lag between changes in the 
price ratio and changes in numbers of layers 
is short enough that egg production is effected 
by prices in the same year, and this calls for 
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more complex methodology than would other- 
wise be required. The statistical procedures 
may not be clear at all points to the general 
reader, but the principal results are nontech- 
nically presented and easily grasped. 

The relationship between price and con- 
sumption of eggs has been surprisingly un- 
stable in the post-war years, and Gerra’s nu- 
merical results, like those of other price an- 
alysts, vary widely with different methods of 
estimation and often are statistically nonsig- 
nificant. He concludes that a one per cent 
increase in the average retail price of eggs 
induces about 0.4 per cent decline in consump- 
tion. Time series in his analyses show no 
evidence of any effect of consumer income 
upon egg consumption, although his examina- 
tion of budget data shows a small, positive 
relation. The investigation of demand is lim- 
ited to shell eggs at retail. 

The study provides statistical descriptions 


If You’re an Intellectual, 


MARKETING MEMO 


117 


of seasonal variation of production, prices and 
feed costs, of price differences due to location 
and quality, and of relationships between spot 
and future prices of eggs. A resume of gov- 
ernment programs affecting eggs, with limited 
comments on probable effects of these pro- 
grams, concludes the bulletin. 

This is a competent and comprehensive ef- 
fort to quantify relationships suggested by 
standard economic theory. It has the mis- 
fortune to be dealing on the demand side with 
one of the less tractable of the food products, 
and a wide margin of error is attached to 
many of the results. The writing is not highly 
technical but could hardly be made light. A 
popularized summary has been issued by the 
U.S. Department of Agriculture as Marketing 
Bulletin 5. 


G. E. BRANDOW 
The Pennsylvania State University 


Why Don’t You Favor Capitalism? 


How can one explain the almost total lack of enthusiasm on the 
part of so many United States intellectuals for an economic and 
political system under which they have fared so well? Viewed in 
the context of the cold war and a period of competitive coexistence 
with Soviet Russia, this lack of support is perhaps the greatest 
weakness of American capitalism; it renders us vulnerable to 
continuous expansion of state control or ultimately even to the 
loss of our system through parliamentary or revolutionary means. 

What then is the reason for the passivity and sometimes out- 
right hostility of intellectuals to modern American capitalism? 
I think there are three main explanations: 

* Historically, there has been no reason for any par- 
ticular group to come forward to the defense of capi- 


talism. 


* Even in the modern form of capitalism, there seem to 
be conflicts of interest with the public welfare. 

* Those who fancy themselves as liberals are likely to 
feel more at home in a socialized environment. 


—Calvin B. Hoover, “Can Capitalism Win 
the Intellectuals?” Harvard Business 
Review, Vol. 37 (September-October, 
1959), p. 47. 
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Significant texte 


EXECUTIVE DECISIONS 
AND OPERATIONS 
RESEARCH 


by DAVID W. MILLER and MARTIN 
K. STARR, both of Columbia Uni- 
versity 


1960 448 pp. Text price: $7.50 


P-H INTERNATIONAL SERIES 
IN MANAGEMENT 


SALES ADMINISTRATION: 


Principles and Problems 
4th Edition 


by BERTRAND R. CANFIELD, Bab- 
son Institute 


January 1961 608 pp. 
Text price: $7.95 


MARKETING RESEARCH: 


Applications, Procedures 
and Cases 


by JOHN P. ALEVIZOS, Boston 
University 


1959 676 pp. Text price: $8.50 


INTERNATIONAL TRADE: 


Principles and Practices 
4th Edition 


by PAUL V. HORN and HENRY 
GOMEZ, both of New York University 


1959 597 pp. Text price: $7.50 


For approval copies, write: Box 903, Dept. JM 


PRENTICE-HALL, Inc. 
Englewood Cliffs, New Jersey 


Reprints of every article in this issue are 
available (as long as supply lasts) at the 
following prices: 


1.80 

Four to 99, each...... ‘a 50 

Additional 100’s, each........... 20.00 


Quantity Discount 
Special prices for large quantities. 


Send your order to: 
AMERICAN 
MARKETING ASSOCIATION 
27 East Monroe Sireet 
Chicago 3, Illinois 


Duplication, reprinting, or republication 
of any portion of the JOURNAL OF 
MARKETING is strictly prohibited un- 
less the written consent of the American 
Marketing Association is first obtained. 
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Put This E 
COMPUTING 
SERVICE 


on Your Payroll for BIGGER SALES ~ 


Have you explored the possibilities of today’s electronic com- 
puters in sales forecasting? 

To make it possible for you to do this (and without having 
to install your own equipment), STATISTICAL provides 
computer service on a pay-only-as-used basis. It’s the prac- 
tical way to take advantage of the fastest and most accurate 
method of data-processing available. And the low cost is 
within easy reach of even the modest budget. 


To illustrate how this service can be adapted to sales prob- 
lems, a manufacturing organization had to estimate the 
size of a new product’s potential market. They decided to handle the job 
using multiple regression techniques, but the formidable computations 
presented real data-processing problems until STATISTICAL’s com- 
puter service took over. 


Our 650 computer equipment correlated five characteristics of the 
client’s customers with sales to each customer, and developed a multiple 
regression equation predicting how much any customer of a given size 
and other characteristics would typically purchase. 

The report was ready in a week. It enabled the client to establish 
realistic sales quotas and to pin-point weak areas in advertising and sales. 

It costs you nothing to investigate this timely computing service. Why 
not contact our nearest office today? 


GENERAL OFFICES: 


STATISTICAL @ tine” 
TABULATING CORPORATION Phone: HArrison 7-450 


Established 1933 


TABULATING - CALCULATING - TYPING Chicago * New York St. Louis * Newark 


TEMPORARY.OFFICE PERSONNEL Cleveland * Los Angeles * Kansas City 
San Francisco * Milwaukee * Philadelphia 


Palo Alto * Van Nuys * San Jose * Dallas 
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like 
nothing else 


comparable... 


MULTICARD SURVEY 


helps you 
e SCREEN FOR USERS 


e CHART TRENDS 


...0n a continuing basis! 


Multicard Survey is an adjunct 
to NFO’s regular fact-gathering 
services. It is an interviewing tech- 
nique that reaches your choice of 
10,000, 15,000 or 20,000 represent- 
ative families once every 
months. ..and for as little as 15c 
per contact! Its outstanding ac- 
ceptance is attested to by some of 
the finest names in business today. 
They have used it to make well 
over a million interviews since its 


introduction three years ago. Write 
for details. 


Another service of... 


NATIONAL FAMILY OPINION 
INCORPORATED 


P. O. Box 315 Toledo 1, Ohio 


NEW YORK CHICAGO 
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SALES 
ANALYSIS 


JOHN FELIX ASSOCIATES 
3 EAST STREET NEW YORK 22,N.Y. 
PLAZA 1-2050 
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Machine groans and 
out of bed, machine é 
light; if not, it goes to ne y 


it will grumble and give 

series of serious 
married life, which can 

chart is, It Illustrates how 

set of facts, can 


229 Baldwin Road, Hempstead, N. Y. I 
Gentlemen: ! 


Please send me details on the service you offer. § 


STATE__ 


getting to work 
in the morning 


We may not be able to get you to 
work in the morning, but we can help 
you get your work done. 


Why not call us and get our slant on 
our tabulating or computing prob- 
ms? We've helped wee | avoid 

deadline dilemmas. We've saved them 

countless hours. We've relieved them 
from numerous details . . . and we've 
saved their company money, to boot. 


We know we can do the same for you. 


if it’s tabulating . . . if it’s calculating . . . 
if it’s office overloads . .. turn to 


DATA COMPUTING CORPORATION 


229 Baldwin Roud, Hempstead, New York 
Vanhoe 1-7344 


VF 
This Is humorous Illustration of how to program electronic 
machines. Machine sets alarm and turns It off in the morning. meme nets aN 
times. After you crawl 
t is dark. If so, it turns on i 
Machine decides if tempera- 
ture is above or below /U"- low 70° machine determines 
if It is below 30°. If between 30° and 70° machine turns on ‘ 
heat. If below 30° machine decides you should return to bed ‘au 
neat. ends. above 30° you do bathroom chores one 
machine picks up breakfa jon. It decides whether 
your wife needs money an |} ee 
her $10. Now machine ma ie 
followed on the chart. Sill i 
electronic equipment, 
make decisions and proceed In varying channels of operation. FT a 
A COMPUTING CORPORATION _ 
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Outstanding and well-received . . . 


ADVERTISING: 


Mass Communication in Marketing 
By C. A. KimKPATRICK, University of North Carolina 


Views the practices and policies of the advertising industry vividly and realisti- 
cally, with attention to both the role of advertising in the economy and to the 
operation of a single firm. Comprehensive coverage is given to basic principles 
as well as current techniques. An exceptional illustration program includes 
the use of color to point up its role in modern advertising. Also available is an 
Instructor’s Manual, providing for each chapter numerous topics for discussion, 
as well as outside written assignments and complete quiz material. 


638 pages 1959 $7.50 


Houghton Mifflin Company ¢ Boston 


New York Atlanta Geneva Dallas Palo Alto 


...a new title 


MARKETING RESEARCH 


PRINCIPLES AND READINGS 
By Parker M. Holmes, Marquette University 


Here is a book written by an author who is experienced in teaching and in 
research activities. The author recognizes that the survey method is only one 
way of solving marketing problems. Other concepts of marketing research, 
such as published sources of information and the company’s own sales records, 
are also included. Emphasis is placed on the practical applications of market- 
ing research and its function in the business enterprise. Controversial issues 
are presented when they contribute to developing a broad perspective of 
the field. 

A substantial portion of MARKETING RESEARCH is devoted to research in 
the industrial marketing field. The textual material and the selected articles 
are both pointed toward helping management, who must make use of the find- 
ings, as well as the marketing researcher. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 
CINCINNATI 27, NEW ROCHELLE, N. Y., CHICAGO 5, BURLINGAME, CALIF., DALLAS 2 


| 
a 
+ 


WHAT’S YOUR PROBLEM? 


Short- and long-range forecasts? Sales territories? 

New product introduction? Sales quotas? 

Foreign markets? Merge or acquire? 
Segmented markets? Organizational structure? 
Advertising media? Competition? 


If you’ve tossed on an uneasy pillow with these marketing problems, you have com- 
pany—good company, fortunately. The American Marketing Association brings 
together at each of its semi-annual conferences, experts who have solved these prob- 
lems. Their methods are all contained in published proceedings—yours for the 
asking. No other source of NEW IDEAS is as available. All these volumes can be 
on your library shelf: 


Price 
Non- 
Member Member 
DYNAMIC MARKETING FOR A CHANGING WORLD... $5.00 $7.50 


Proceedings of the 43rd National Conference, 
June, 1960. 600 pp. Editor, Hancock. 
November 15, 1960. 


MARKETING CONCEPTS iN CHANGING TIMES............... $4.00 $6.00 
Proceedings of Winter Conference, December, 1959, 
sponsored by Marketing Education Division. 
412 pp. Editor, Hill. Sa 30, 1960. 


MARKETING KEYS TO PROFITS IN THE 1960’s................ $5.00 $7.50 
Proceedings of 42nd National Conference, June 1959. 
599 pp. Editor, Dolva. December, 1959. 


ADVANCING MARKETING $4.00 $6.00 
Proceedings of 41st National Conference, December, 1958. 
573 pp. Editor, Stockman. December, 1959. 


SUCCESSFUL MARKETING: AT HOME AND ABROAD.......... $3.50 $6.00 
Proceedings of 40th National Conference, June, 1958. 
423 pp. Editor, Robbins. 


MARKETING’S ROLE IN SCIENTIFIC MANAGEMENT.......... $3.00 $5.00 
Proceedings of 39th National Conference, June, 1957. 
642 pp. Editor, Clewett. 


ADAPTIVE BEHAVIOR IN MARKETING....................-...... $2.00 $4.00 
Proceedings of Winter Conference, December, 1956, 
sponsored by Marketing Education Division. 
241 pp. Editor, Buzzell. 


AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street Chicago 3, Illinois 
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Outstanding RONALD Textbooks .. . 


Advertising—3rd Edition 


ALBERT WESLEY FREY, formerly Amos Tuck School 
of Business Administration, Dartmouth College 


Ready in March. Third Edition of one 
of the most widely used textbooks in 
the field emphasizes the factors under- 
lying decision-making in advertisin 
management. It discusses the aoladieal 
problems faced by advertisers and 
agencies, as well as the approaches, poli- 
cies, and procedures used by them in 
realizing profitable solutions. Book fol- 
lows an analytical approach to advertis- 
ing as a key factor in the marketing 


program; relates the interdependence 
of the business, creative, and technical 
skills essential to sound advertising 
performance, Stimulating questions and 
problems after each chapter acquaint the 
student with many of the problems faced 
by advertising managers in today’s com- 
plex business environment. /nstructor’s 
Manual available. 3rd Ed., 1961. 634 
pp.; 188 ills., tables. $7.50 


Sales Promotion—2nd Edition 


Principles and Methods for Intensifying Marketing Effort 
ALFRED GROSS, New York University 


Ready in February. Only book in the 
field designed for teaching and train- 
ing purposes, this volume offers a de- 
tailed patna and analysis of the 
fundamental principles underlying the 
techniques of effective promotion and 
merchandising. It describes basic sales 
promotion tactics on three levels: work- 
ing with the dealer, stimulating demand, 
and supplementing sales and advertising 
programs within a company’s marketing 


Salesmanship 


division. Second Edition covers the dis- 
tribution of durable and non-durable 
goods, services, supplies, equipment, and 
luxury items; pinpoints the most suc- 
cessful methods in use today. Book of- 
fers a wealth of problems and question 
material specifically designed to test the 
reader’s understanding of basic meth- 
ods by applying his knowledge to prob- 
lem-solving situations. 2nd Ed., 1961. 
522 pp.; 4 ills., tables. $8.50 


Principles and Practices of Professional Selling 
ALFRED GROSS, New York University 


Highly successful textbook solidly re- 
inforces basic principles with numerous 
examples. Emphasizing a strong market 
study approach, book details the com- 
plete selling process—from locating the 
prospect to closing the sale. It incorpor- 
ates recent developments in industrial 
selling and diversified selling services; 
discusses the sales management view- 
point together with tested procedures for 
maintaining good will, holding the cus- 


tomer, and improving sales efficiency. 
Includes eight complete sales presenta- 
tions, forty case studies, and numerous 
questions and suggestions after each 
chapter which provide invaluable ma- 
terial for discussion, review, and further 
study. “Appropriate and important to 
the art of selling.” —Epwarp P. Correy, 
University of San Francisco, Instructor’s 
Manual available. 2nd Ed., 1959. 580 
pp.; 61 ills, $7.00 


THE RONALD Press COMPANY 


15 East 26th Street, New York 10, New York 
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. for the Marketing Curriculum 


Marketing Management 


KENNETH R. DAVIS, Dartmouth College 


Ready in March. A perceptive presenta- 
tion of the concepts of 
marketing from the management point 
of view. Combining and integrating text 
material with carefully constructed 
cases, book provides an excellent back- 
ground for the development of analyti- 
cal skill in the solution of marketing 
problems based on actual business situa- 


tions. All areas of marketing are cov- 
ered; the nature, scope, and complexity 
of the problems underlying decision- 
making processes are clearly developed. 
Throughout, descriptive material, 
lengthy historical discussion, and de- 
tailed coverage of functional areas are 
kept to a minimum. Instructor’s Manual 
available. 1961. 736 pp., 91 ills. $8.00 


Marketing and Distribution Research 
LYNDON O. BROWN, Dancer-Fitzgerald-Sample, Inc. 


Comprehensive treatment of the funda- 
mentals of marketing and distribution 
research—its uses, methods, scientific 
foundations, and relations to business 
operations. Book brings together the ex- 
periences of leading American corpora- 
tions; covers all phases of the subject, 
with special sections on the techniques 


of market sampling and motivational re- 
search. “A sound, analytical, and com- 
prehensive study. The perspective is 
good, with ample depth in particulars.” 
—Frank Roserts, University of Ne- 
braska. 3rd Ed., 1955. 561 pp.; 75 ills., 
tables. $7.50 


Practical Exporting and Importing—2nd Edition 


PHILIP MacDONALD, College of the City of New York 


Well-known textbook provides a 
thorough introduction to the elements 
of international trade. Commercial as- 
pects of the subject are emphasized; 
basic terminology and rules, practices 
and procedures are concisely presented. 
Typical export and import transactions 
are explained frora start to finish with 


all relevant papers and documents re- 
produced. Book considers types of ex- 
port organizations, personnel require- 
ments, correspondence, etc. “Well-plan- 
ned text . . . comprehensive.” —Ameri- 
can Import and Export Bulletin. 2nd 
Ed., 1959. 550 pp., 27 ills. $7.00 


Retailing Management—2nd Edition 


WILLIAM R. DAVIDSON, The Ohio State University; and 
PAUL L. BROWN, National Coal Association 


This widely praised textbook is de- 
signed to provide a complete under- 
standing of the principles and practices 
of efficient retail management. It offers 
a balanced treatment of small, medium- 
sized, and large-scale retail operations; 
stresses throughout the basic manage- 
ment factors essential to sound plan- 
ning, profitable operations, and effec- 


tive control of systems, procedures, and 
techniques. Full treatment of merchan- 
dise planning, retail accounting and ex- 
pense management, etc. “The outstand- 
ing textbook on principles of retailing 
today.”—STEVEN J. SHaw, University 
of South Carolina. Instructor’s Manual 
available. 2nd Ed., 1960. 809 pp.; 102 
ills., tables, exhibits. $8.00 


THE RONALD Press COMPANY 


15 East 26th Street, New York 10, New York 
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Reprints of Your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


From January, 1960, issue 


“Marketing’s Job For the 1960s,” Keener. 


“Economic and Marketing Predictions for 
1960,” Schweiger and Sprinkel. 


“Psychol 
cision,” 


“Decision Making in Industrial Marketing,” 
Hirsch. 


cal Dimensions of Consumer De- 
oods. 


“Brand soaon as Related to Age, In- 
come, and Education,” Munn. 

“The Marketing Revolution,” Keith. 

“Suggested Chan in Census Classifica- 
tions of Retail Trade,” Entenberg. 

“European Markets and American Busi- 
ness,” Malcuit and Slesinger. 

“Effective Marketing of Jewelry,” Sarett. 

“IPSO in Industrial Advertising,” Kohlman. 


From April, 1960, issue 


“Growth and Profits Through Planned Mar- 
keting Innovation,” Levitt. 


“Retailing in the Soviet Union,” Goldman. 


“Advertising, Mass Communication, and 
Tax Deduction,” Wedding. 


“The Distribution of Industrial Electrical 
Products,” Lewis. 

“Test Marke of New Consumer Prod- 
ucts,” Ladik, Kent, & Nahl. 

“What Does Automation Mean to the Mar- 
keting Man?” Head. 


“Problems Peculiar to Export Sales Fore- 
casting,” Anderson, 

“Self-Service in Retailing,” Regan. 

“Myths About Convenience Food Costs,” 
Crist. 

“The Outlook for Capital Spending in the 
1960s,” Cullen. 


“Trends in State Margarine Legislation,” 
Ladd. 


“Mathematical Models of Market Simula- 
tion,” Schenk. 

“Simple Surveys for Legal Evidence,” 
Payne. 


From July, 1960, issue 


“Is the United States Being Priced Out of 
World Markets?” Dowd. 

“The ABCs of ARF’s PARM,” Lucas. 

“Business Gaming for Marketing Decisions,” 

reene. 

“Pinpointing Prospects for Industrial 
Sales,” Hummel. 

“Intentions to Purchase Related to Con- 
sumer Characteristics,” Namias. 

“The Wheel of Retailing,” Hollander. 

“Supply Considerations and Shopper Con- 
venience,” Bliss. 

“Marketing Predictions from Consumer At- 
titudina! Data,” Paranka. 

“What is ‘New’ About a New Product?” 
Wasson. 


“The American Marketing Association in 
1960,” Twedt. 


From October, 1960, issue 


“The Dilemma of Creative Advertising,” 
Politz. 

“How Many Contest Entries Spell Suc- 
cess?” Pomerance. 

“Marketing in India,” Westfall and Boyd. 

“Operations Research in Making Market- 
ing Decisions,” Magee. 

“Interdisciplinary Horizons in Marketing,” 
Lazer and Kelley. 

“Early Prediction of Market Success for 
— Grocery Products,” Fourt and Wood- 
ock. 

“Airfreight from a Marketing Viewpoint,” 
Shutes. 

“The Impact of Some Regional Shopping 
Centers,” Pratt and Pratt. 

“The Sales Territory As a Fixed Asset,” 
Schiff. 

“A Study of Trade Name Confusion,” Weitz. 

“Sample Surveys for Legal Evidence,” Tep- 
ping and Wittreich. 

“The Evolving Downtown-Suburban Retail 
Pattern,” Hindersman. 


Reprints of all articles are available at the following prices (as long as the supply lasts) : 


$1.00 
1.50 
1.80 


Single reprint 
Two reprints 
Three reprints 


Four to 99, each $ 
First 100 
Additional 100s, each 


-50 
40.00 
20.00 


(Special prices for large quantities) 
Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 
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You are invited to reserve pre-publication 


examination copies of three new books 


ADVERTISING METHODS 
AND MEDIA 
by Walter A. Gaw, The City College of New 
York 

A fresh, new attack on the problems of 
modern advertising, Advertising Methods 
and Media is designed as a broad introduc- 
tion for those in the general business field 
who buy and use advertising in the market- 
ing of goods and services. This unique text 
may also be used as a springboard for those 
who wish to go into a specialized career in 
advertising. 
Here is the why rather than the how-to-do- 
it approach to advertising methods and 
media. Emphasizing the relative merits of 
various visualization and layout approaches, 
the question of what constitutes effective 
communication in copy, and the problems of 
media selection and use, this stimulating 
text is a congenial blending of the breadth 
and depth of the fundamental principles and 
basic methods of advertising. Available 


January, 1961. Price approximately $7.95. 


An important contribution by Alfred R. Oxenfeldt, Columbia University 


AMERICAN MARKETING 


by William J. Shultz, The City College of 
New York 


Today’s marketing management and oper- 
ational concepts are the. central focus of 
this up-to-the-minute presentation. Plan- 
ned and constructed to aid college students 
in the basic marketing course, this provoca- 
tive text is designed to win their interest in 
the subject, to provide them to think inde- 
pendently, constructively, and managerially 
on marketing matters. The scope and depth 
of the presentation will make American 
Marketing a useful reference book for mar- 
keting executives. 


American Marketing is organized on the 
Consumers — Institutions — Channels — 
Operations structure; each part and chap- 
ter is self-contained, permitting great flexi- 
bility in the course of study. The discus- 
sion topics and problems open up new 
avenues for independent creative thinking. 
Available January, 1961. Price $7.95. 


e PRICING FOR THE MARKETING EXECUTIVE—Explaining pricing environment and theory, 


this new survey aims at helping the executive set up a practical pricing program. 


100 pages. 


Paperbound. Price approximately $1.50. Coming soon—Insights Into Pricing by Alfred R. 


Oxenfeldt. 
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PUBLISHED THIS MONTH AT McGraw-Hill 


MANAGEMENT IN MARKETING 


Hector Lazo and Arnold Corbin 
Graduate School of Business Administration 


New York University 


This book is designed for a terminal course in marketing for the advanced 
student and the business executive. No attempt is made to define traditional 
marketing theory and function, instead emphasis is placed on why these func- 
tions are performed and the consequences of such decisions on the company 
operations, The managerial aspects, such as reasoning behind policy formulation 


and function supervision are stressed. 


An up-to-date treatment is given to recent advances of management philoso- 
phy, thinking and direction, from organization to supervision and analysis of 
performance, focusing attention to the importance of management in the mar- 


keting function. 


The authors have created a working text that can be translated immediately 
into practical implementation at the managerial level. Emphasis is on practical 
business problems rather than academic theory, which is used to illustrate 
specific points. A series of practical managerial cases have been included to 


illustrate the interdependence of all marketing functions. 


McGraw-Hill Book Company, Inc. | Send for 


a copy on 


330 West 42nd Street “ New York 36, N. Y. | approval 
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